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RURAL ELECTRIFICATION ADMINISTRATION 


THURSDAY, MARCH 5, 1959 


U.S. SENATE, SUBCOMMITTEE 
oN AGRICULTURAL CREDIT AND RurAL ELECTRIFICATION 
OF THE COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 11:30 a.m., room 324, 
Senate Office Building, Senator Spessard L. Holland (chairman) 
presiding. 

Present: Senators Holland, Ellender (chairman of the full com- 
mittee), Talmadge, Young (Ohio), Mundt, Williams, and Schoeppel. 

Also present: Senator Aiken. 

Senator Hotianp. We will proceed to the hearing of S. 75. I will 
ask that the proposed measure, as offered by the Senator from Ne- 
braska, Mr. Gurtis, for himself and the Senator from Georgia, Mr. 
Russell, be incorporated in the record. 

We have a letter addressed to the chairman of the full committee, 
Senator Ellender, dated March 4, signed by E. T. Benson, Secretary 


of Agriculture, containing the recommendations of the Department 
on this particular measure, and I ask that that be included in the 
record at this time. 

(S. 75 and the letter from Secretary Benson, dated March 4, 1959, 
follow :) 


[S. 75, 86th Cong., Ist sess.] 


A BILL To establish the Rural Electrification Administration as an independent agency, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That there is hereby created and established 
in the executive branch of the Government an independent agency to be known 
as the “Rural Electrification Administration” all of the powers of which shall 
be exercised by an Administrator who shall be appointed by the President by 
and with the advice and consent of the Senate for a term of ten years and who 
shall receive a salary of $20,000 per annum. The Administrator shall have di- 
rection. supervision and control of the Rural Electrification Administration and 
all of its operations and functions as authorized in the Rural Electrification 
Act of 1936, as amended. 

Sec. 2. The term of office of the incumbent of the Office of Administrator of 
the Rural Electrification Administration appointed before the effective date of 
this Act shall terminate on the effective date and said office shall thereby be- 
come vacant. The President shall designate an Acting Administrator to exercise 
and perform all functions, powers and duties vested in the Rural Electrification 
Administration until the appointment and qualifications of an Administrator, as 
provided in section 1 of this Act. 

Sec. 3. (a) Employees in the Department of Agriculture who are being utilized 
on the effective date of this Act primarily for the performance of functions, 
powers and duties provided for in the Rural BPlectrification Act of 1936, as 
amended, shall be transferred to the jurisdiction and control of the Rural 
Blectrification Administration in those instances in which the Administrator de- 
termines that they are qualified and necessary to carry out the functions, 
powers, and duties of the Rural Electrification Administration. 
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(b) All assets, funds, contracts, property and records used and employed in 
the execution of the functions, powers, and duties authorized by the Rural 
Electrification Act of 1986, as amended, are hereby transferred to the jurisdic- 
tion and control of the Rural Electrification Administration. 

(c) All unexpended balances of appropriations, allocations, or other funds 
available (including those available for the fiscal year ending June 30, 1959) for 
the Rural Electrification Administration and for the Secretary of Agriculture 
on account of the functions and activities of the Rural Electrification Admin- 
istration shall be transferred to the Rural Electrification Administration and 
shall remain available for the exercise of the functions and activities of the 
Rural Electrification Administration. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 4, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


DEAR SENATOR ELLENDER: This is in reply to your request of January 15, 
1959, for a report on S. 75, a bill “to establish the Rural Electrification Admin- 
istration as an independent agency, and for other purposes.” The effect of 
the bill, if enacted, would be to make Reorganization Plans No. 2 of 1939 and 
1953 inapplicable to the Rural Electrification Administration. 

It is our recommendation that the bill not be enacted. Section 5 of Reorgan- 
ization Plan No. 2 of 1939 transferred REA and its functions and activities 
from independent status to the Department of Agriculture and provided that 
they be administered in the Department by the Administrator of the Rural Elec- 
trification Administration under the general direction and supervision of the 
Secretary of Agriculture. The basic reason for the adoption of Reorganiza- 
tion Plan No. 2 of 1939 was to improve the administrative management of the 
executive branch by a more logical grouping of existing units and functions 
and by a further reduction in the number of independent agencies. In the 
message transmitting this plan, the President stated that the work of the Rural 
Electrification Administration in its educational as well as its lending functions 
is clearly a part of the rural life activities of the country and should there- 
fore be udministered in coordination with the agricultural activities of the 
Government. The Department is justifiably proud of the record of service 
and achievement and the outstanding progress which has been made during 
this period of 20 years of the administration of the REA program within the 
Department. 

We are cognizant and most appreciative of the unanimous support and praise 
which these programs have received from farmers, farm organizations, and 
the Congress. Their great contribution to our farmers, and their potential for 
future contribution, under the existing arrangement, warrant the most care- 
ful and earnest consideration of any proposed change in the status, organiza- 
tion, or authority of the Rural Electrification Administration. 

The basic reasons for the adoption of Reorganization Plan No. 2 of 1953 
were to centralize in the Secretary of Agriculture the responsibility and the 
authority for effective administration within the Department and to correct 
the patchwork assignment of statutory functions in the Department. It was 
determined that in this way departmental operations could be simplified and 
made more effective and the Secretary be enabled to adjust organization of 
the Department in order to achieve continuous improvements in operations to 
meet changing conditions. 

The considerations underlying these reorganization plans, insofar as they 
relate to the Rural Electrification Administration, are applicable today as 
they were at the times of their adoption. Accordingly, the enactment of this 
bill, in our opinion, would prejudice and prevent the achievement of the ob- 
jectives of the plans. 

The Bureau of the Budget advises that enactment of this proposed legisla- 
tion would not be in accord with the program of the President. 

Sincerely yours, 
E. T. Benson, Secretary. 
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RURAL ELECTRIFICATION ADMINISTRATION 3 


Senator Hotianp. Present is one of the authors of this measure, 
the Senator from Nebraska, Mr. Curtis, and I call him as the first 
witness. 


STATEMENT OF HON. CARL T. CURTIS, A U.S. SENATOR FROM THE 
STATE OF NEBRASKA 


Senator Curtis. Thank you, Mr, Chairman. 

The Senator from Georgia, Mr. Russell, joined in this measure, 
S. 75. He wishes me to advise the committee that he favors the 
bill and joins me in urging approval of it. Senator Russell could 
not be present because he is conducting the hearings on the exten- 
sion of the Selective Service Act. 

I am privileged to come before this committee to testify on be- 

half of the bill, S. 75, introduced on January 9 by Senator Russell 
and myself, proposing the reestablishment of the Rural Electrifica- 
tion Administration as an independent agency. 

It is an honor to be a cosponsor with Senator Russell, a distin- 
guished friend of Rural Electrification and an expert in Congress 
on its matters of operation. 

One of the most interesting and praisew orthy aspects of our Rural 
Electrification program through its first 23 years of operation is that 
it has enjoyed the strong support of Members of Congress from the 
farming States. When REA was created in 1935 it was set up as a 
nonpartisan agency dedicated to bringing electricity to our farms. 
While there have been at different times s polities al charges and counter- 
charges surrounding some REA side issues inv olving controversial 
power projects proposed for construction by the Department of the 
Interior, the program for authorizations and appropriations of REA 
funds have had the votes of Republicans and Democrats alike, repre- 
senting the farm States in our Congress. 

President Roosevelt created the REA by Executive order in 1935. 
A year later Congressman Sam Rayburn in the House and Nebraska 
Senator George W. Norris in the Senate sponsored legislation to set 
up its governing rules. 

There has never been any year in which money for loan authoriza- 
tions was insufficient. 

In 1957 fiscal year, a volume of applications exceeded the expected 
demand for new loans. The Administration hurriedly requested $200 
million for additional loans and the authority to make these loans 
was speedily approved by Congress. 

Since 1952 the backlog of applications made to REA headquarters 
has been wiped out and loans are being processed faster by Admin- 
istrator Hammill than ever before in the history of REA. 

At this point let me relate that David Hammill, our REA Ad- 
ministrator, is doing the best job ever performed by any REA chief, 
in my opinion. He is a farmer who has worked with REA prob- 
lems as a consumer and as an official of his co-op. In the legislature 
of his native State he labored effectively on legislation to promote 
REA. He is a diligent man, doing an excellent public service. 

Because of the criticism of this Administration’s handling of 
the REA program I have spent a lot of time studying REA matters. 
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About 2 years ago the Secretary of Agriculture asked Administrator 
Hammill to submit for review by him all loan applications in ex- 
cess of $500,000. That has resulted in a lot of strife, noise, and name 
calling. The Secretary’s request was based on the two reorganiza- 
tion plans, one in 1939 and another in 1953. 

The earlier plan offered by President Roosevelt removed REA from 
its independent status and placed it within the Department of Agri- 
culture, under the general direction and supervision of the Secret wy 
of Agriculture. 

The Reorganization Plan of 1953 further implemented the 1939 
act and gave to the Secretary of Agriculture all functions of other 
departmental employees not now vested in him. 

When the Secretary asked for review of all REA loans over $500,- 
000, the concern in some places caused our colleague, Senator Hubert 
Humphrey, to introduce a Senate bill, and Congressman Melvin Price 
to introduce a House bill nullifying the 1953 Reorganization Plan. 
I am a member of the committee, along with Senator Humphrey, 
which studied the bill, and sat in the hearings on it. The interesting 
feature of the hearings was not the heated politics but the fact that 
officials of local REA’s who came before the committee to support the 
Humphrey bill all stated, to a man, that review of loans had not 
slowed down at any time the making of loans. David Hammill testi- 
fied that every loan approved by him has been made, and that the 
review of the vane over $500,000 has not in a single instance reversed 
any loan he has approved. 

During this last fall I gave a lot of thought to REA matters. | 
discussed it with many Nebraskans who are interested in REA. I 
reread hearings and debates on REA legislation. 

It occurred to me that the benefits of our fine, progressive electric 
program will be served by reestablishing its independent status. I 
discussed my plans with Senator Russell of Georgia. He agreed with 
me. On January 9, 1959, we introduced a bill to reestablish the 
Rural Electrification Administration as an independent agency of 
the Federal Government. 

Our bill, if enacted, will permit REA to operate as originally con- 
ceived in 1935 and as authorized in the Norris- Rayburn Act of 1936. 

There is a logical background for this legislation. In 1944 Sena- 
tor E. D. Smith, as chairman of the distinguished committee, intro- 
duced a bill, S. 2034, to return REA to its independent status. This 
followed 5 months of hearings on REA problems and the issuance of 
a subcommittee report rec ommending legislation which was sustained 
by two Democrats and two Republicans. Senator Lucas on January 
6. 1945, introduced a so-called postw ar planning bill for REA, S. 89, 
which ‘contained, among other provisions, the reestablishment of 
REA as an independent agency. It passed the Senate on May 14, 
1945, without a record vote. 

During hearings on Reorganization Plan No. 2 of 1953 Mr. Clyde 
Ellis stated in behalf of the National Rural Electric Cooperalite 
Association : 


Rural electric leaders have never become reconciled to the placing of REA in 
the Department of Agriculture and have continued to feel that the program 
would be better served by a completely independent agency. 

Some fears have been expressed, and I believe with absolute sin- 
cerity, that disadvantages might accrue to the Rural Electrification 
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RURAL ELECTRIFICATION ADMINISTRATION 5 


Administration should it become an independent agency. These can 
be allayed by taking notice of REA’s stature with Members of Con- 
gress of both parties. It was freely expressed here this morning. 
The widespread support for REA and its progress should certainly 
assure the wholesome continuation of its objectives. 

All Members of Congress, knowledgeable of the benefits of central 
station electric service to rural America, will accord REA the support 
it deserves and merits. Those Members that comprise a substantial 
majority in both Houses of Congress. 

In the same light, there is no reason whereby the rules of both 
Houses cannot permit REA appropriations to be administered by 
the House and Senate Subcommittees on Agricultural Appropriations. 

I have received many letters and resolutions from officials of REA 
districts supporting S. 75. In addition, I am proud that the Nebraska 
Rural Electric Association in a State convention on February 2, 1959, 
adopted a resolution supporting the bill. 

There were many arguments, both pro and con, made at the time 
the REA was transferred to the Department of Agriculture in 1939. 
Regardless of the merits of these arguments, the great changes which 
have occurred in the electric industry since 1939 require a reappraisal 
of the justification for moving REA into Agriculture. 

Probably no industry in the country has gone through greater 
changes than the generation, transmision, and distribution of electric 
energy. The borrowers from REA played an important part in this 
work. The rapid growth, the peculiar problems of supplying elec- 
tricity to people in the rural areas require that REA be subject to 
the Congress as an independent agency. 

While the supply of electric energy to persons in rural areas, as 
some factors common with other activities of the Department of 
Agriculture, it is increasingly clear that the problems of the future 
with respect to REA work will not be of the type of agricultural 
problems with which the Department is concerned. 

It is my belief that the creation of REA as an independent agency 
will not violate the principles of the Hoover Commission report. 

Having determined that the agency should be independent, it is 
necessary to assure that it be completely free. Any attempt to give 
the Administrator partial control, at the same time retaining some 
control in the Department of Agriculture, could only lead to utter 
confusion and the disadvantage of the program. 

Overlapping areas of jurisdiction and control are the fertile fields 
of confusion and delay which lead to a breakdown of the service 
being rendered to the farmers by the REA program. 

I favor the enactment of S. 75, and I thank the chairman and his 
distinguished committee for allowing me to appear here. 

Senator Hotuanp. Briefly, your program differs from that. which 
has been heard in the Government Operations Committee, of which 
you are also a member, in that under your program the REA would 
become completely independent of the Department of Agriculture. 
Its employees would be separated. The fend would be separate. 
The existing funds unspent would be divided and made separate. 
There would be a complete severance between USDA and REA under 
your program. Whereas, under the other bill which, for purposes 
of simplicity and brevity, I will refer to as the Humphrey bill, 
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would place REA back in the status that it was after it had been 
transferred to the Department of Agriculture, as an independent 
agency attached thereto, but before the operation of the 1953 re- 
organization measure. Is that correct? 

Senator Curtis. I think the chairman has stated it well. 

Senator Hotianp. In other words, you prefer, and your program is, 
to make it completely independent from the Agriculture Depart- 
ment ¢ 

Senator Curtis. That is correct. 

Senator Hotianp. Whereas the other program is to make it an in- 
dependent agency in the Department of Agriculture. 

Sadia Curtis. That is correct, Mr. Chairman. 

Any member of the Cabinet is a part of the administration. His 
job is political. We cannot improve the REA service by getting it 
involved in whatever controversy or politics might arise as to what 
is a good wheat program or a good cotton program or a good tobacco 
program, or these other matters that must we Department of Agri- 
culture attention. It isa lending program. It has some characteris- 
tics similar to the Farm Credit Administration. I believe it has such 
high standards that it will add to its respect and support from the 
Congress as an independent agency. 

Senator Hotuanp. I was interested in your comment to the effect 
that you thought that ss for the REA under your pro- 
gram could still be handled by the subcommittee of the Appropria- 
tions Committee which handles agricultural appropriations. 

Just how do you propose that to be accomplished ? 

Senator Curtis. It should be handled by statute. I believe it could 
be done by mere reference by the chairman of the Agriculture Com- 
mittee, but I may be wrong about that. I pointed out that my dis- 
tinguished cosponsor is chairman of the committee that has always 
handled those appropriations. 

Senator Hotuanp. I have had this recent experience, which I would 
like you to comment on: The subcommittee of which I am chairman, 
the Subcommittee on Commerce and Related Agencies, has always 
handled, since the passage of the Monroney-La Follette Act, appropri- 
ations for both the CAA and the CAB. The Congress at its last ses- 
sion passed, as you know, the measure setting up an independent 
agency, the Federal Aviation Administration, and the appropriations 
for all the civilian aviation agencies now center in that. 

Immediately the other body in organizing its work transferred the 
appropriations in those fields from the subcommittee which I have 
mentioned, of which I am the chairman in the Senate, to the sub- 
committee that handles independent agency appropriations. 

The chairman of the Senate Committee on Appropriations has 
ruled that since the measure will reach the Senate after consideration 
by the House in a bill, a House bill prepared and brought out of the 
House committee handling independent agencies, that we have no 
choice other than to put it over in that committee. 

It makes no difference whatever to me, because I happen to be a 
member of both subcommittees, but I call attention to that as illustra- 
tive of what may happen. 

I ask for the comment of the distinguished Senator from Nebraska 
as to how he would expect to avert similar handling of the REA in 
the event of the passage of his bill. 
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Senator Curtis. My answer is twofold: I believe it could be han- 
died by a rule. If it is the will of the Congress to enact this bill, I 
assume they could very easily assert their wishes on this. I can de- 
tect no opposition. 

The controversy has been on the side issues, the power projects that 
come from a different Department and are not under REA. 

Senator Horianp. The point I make, though, is this: that under 
the committees handling the independent agency appropriations, and 
there are able committees on both sides, you will find men who have 
specialized in such matters, let us say, as the Veterans’ Administra- 
tion, and any of the other many independent agencies that comprise 
the total group; whereas, in the Agriculture Appropriations Subcom- 
mittee you will find men who, over a period of years, have specialized 
in the field of agriculture appropriations, including the REA. 

I know that this matter, which I bring into the record, does give 
concern to some of the members of this committee. It is for that 
reason that I am inviting the distinguished Senator to give his full 
expression upon that matter. 

Is it his view now that his bill should include a provision specifi- 
cally finding that the REA, though an independent agency, should 
have its appropriations handled through the Appropriations Sub- 
committees of both Houses that handle agricultural appropriations? 

Senator Curtis. That would certainly meet with my approval. 

Senator Hoxxianp. Is that, in your judgment, the best way to meet 
this point ? 

Senator Curtis. I think that would be the most certain way. 

Senator Hotnanp. Senator Talmadge? 

Senator Tatmapce. No questions. 

Senator Hotianp. Senator Mundt? 

Senator Munpr. I will say to Senator Curtis that I favor passage 
of S. 75, or the bill which Senator Humphrey has latiaiueedl which 
is before another committee of which I am also a member. 

I am a little bit persuaded in favor of an independent status of 
REA if we do not lose anything by making such a switch, because 
it has been my observation that Secretaries of Agriculture vary from 
the standpoint of the degree to which they wish to exercise the author- 
ity for which they are responsible. 

I can envision at any time a Secretary of Agriculture who is very 
diligent and very prudent and very proper in trying to be sure that 
everything under his jurisdiction is handled correctly, and according 
to his likes and views, injecting himself into an REA matter so long 
as it is left in his Department and he is held responsible for it. 

Some Secretaries of Agriculture might be unwilling just to sit by 
and have an adjunct of the Department functioning in the manner in 
which he did not consider proper, if it were left in his Department. 

So if it could be made a completely independent organization and 
agency, as you say, which was recommended by Clyde Ellis in 1945 
and suggested by Senator Lucas’ bill and others, if we could do that 
without losing anything of the value to REA, I think I would favor 
the S. 75 approach to the other approach. 

However, I am concerned about the matter that the chairman of the 
committee has brought up, because I serve on a Senate subcommittee 
of appropriations dealing with agriculture, and have served on the 
Independent Offices Committee. 
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What Senator Holland says is correct, in the main. The Senators 
of the Agriculture Subcommittee are recruited from the farming areas 
of people who deal with agricultural problems. In the main, most of 
the independent agencies members tend to deal with things in urban 
communities, and things related to the business world, as against the 
farming world. 

So I would suggest to the sponsor of this bill, Senator Curtis, that 
he confer with his distinguished coauthor, Senator Russell, who is 
chairman of the Senate Agricultural Subcommittee, who has had an 
abundance of experience in that position, who certainly is intimately 
aware of the problems discussed by Senator Holland and by me, and 
that you confer with Senator Russell about procedures which would 
protect the appropriations of REA, if S. 75 became a law, so that 
they can continue to be handled by the subcommittee which has been 
handling them, which is familiar with the problems, which is sympa- 
thetic to REA and which understand rural problems. 

As Senator Holland has suggested, it would occur to me that by a 
very minor amendment added to S. 75 on section 3, this can be made 
certain and positive. I think it should not be left to the rules of the 
House for this additional reason, Mr. Chairman: 

I think it is highly important that whichever committee handles it 
in the House handles it in the Senate because these things all go to 
conference. The conferees on agricultural matters know each other 
and understand each other’s mannerisms and peculiarities and points 
of view, because we wrestled out there on the canvas every year. 

I think that it is good that you have the subcommittees who have 
worked together in the two Houses to continue to work together on 
REA problems. I think it would be highly unfortunate if the Senate, 
as we might well decide—if S. 75 becomes law—continued to handle 
it by the Agricultural Subcommittee and the House picks the inde- 
pendent officers. 

So I think that whatever decision is made should be made by statute, 
should be made clear, should be applicable to both Houses of Con- 
gress. 

So I just renew my suggestion that you report back to the chairman 
of our committee in writing after conference with Senator Russell 
as to what you think we should do. 

Senator Hottanp. Senator Young? 

Senator Youna. No questions. 

Senator Hottanp. Senator Schoeppel ? 

Senator ScHorpre.. I have no questions. 

Senator HotiaAnp. Senator Ellender ? 

Senator ELitenver. The only thing I would like to find out from my 
friend from Nebraska is this: ; 

If we return the agency to where this committee authorized it to be 
put in 1939, which was more or less as an independent agency, what 
difference would there be in placing it entirely by itself and not under 
Agriculture? What advantage would there be? We want to better 
it, of course, as you know. As far as I am concerned, I don’t recall 
having heard very much criticism of the operations of the REA so 
long as it was under Agriculture as a more or less independent agency. 
That is what I believe Senator Humphrey is desirous of doing now. 

If we can adopt the so-called Humphrey bill and create REA as an 
independent agency, but within the Department of Agriculture, I can’t 








go 
mi 


oT 


ni 
al 
tu 


tors 
reas 
t of 
ban 
the 


hat 
0 1s 
an 
ely 
and 
uld 
hat 
een 
pa- 
ya 
ide 
the 


RURAL ELECTRIFICATION ADMINISTRATION 9 


see what advantage there would be in enactment of your bill and then 
amending it, as Senator Mundt says, to let the appropriations be 
made under Agriculture. If you do that, your budget may have to 
be made by Agriculture. eS 

Senator Curtis. I appreciate the senior Senator’s views. 

Why put it in the Department of Agriculture unless you expect 
the Secretary of Agriculture to control it? It is independent—make 
it independent. Do not leave it in an area of confusion. 

I am afraid that agricultural matters in the foreseeable future are 
going to be controversial matters. I think they will always, to a 
measure, be partisan matters. 

I think here we have a lending agency comparable to the Farm 
Credit Administration, and by completely freeing it we will establish 
oreater confidence in it and it will serve the rural people of America 

tter. 

Senator ELLeNnper. As the Senator knows, when the act was origi- 
nally enacted in 1935 it was created as a separate independent agency, 
and after study this committee thought it best to put it under Agricul- 
ture as a more or less independent agency. That is the way it op- 
erated until the Reorganization Act of 1953 which placed it where it 
is now, 

It strikes me that since we have had experience as an independ- 
ent agency, and the Congress — after trial of several years that 
it was best to put it under Agriculture that, to my way of thinking, 


that is where it belongs, unless some strong reasons can be advanced 
to make it an ren agency. My fears have been expressed by 
my friend from 


outh Dakota, and by friend from Florida, that 
from its inception it was primarily a matter connected with Agricul- 
ture. Although it was connected with Agriculture at its inception, 
Senator Norris and others proceeded to make it an independent agency. 
Later. on this committee found out that it could serve its purpose bet- 
ter if it were placed under Agriculture as an independent agency. 

I would like to get some reasons in the record, if you can offer 
them. 

Senator Curtis. I think I have offered them. For example, I do 
not think we should put anything in the Department of Commerce 
that we do not expect the head of the Department of Commerce to 
control or operate, or in any other department. 

I think if we are going to give it an independent status, make it 
clear-cut, and remove it from the Department, because farm legis- 
lation, I believe, is going to be controversial. 

Senator E.itenper. Is there any evidence indicating that so long 
as the REA was under Agriculture as an independent agency, and 
until it was changed in 1953, that it wasn’t operated as it should 
have been ? 

Senator Curtis. No. 

Senator ELtenper. I do not know of any. 

Senator Curtis. There was none produced since the 1953 act. 

Senator ELitenper. That is right 

It made its greatest progress while it was under Agriculture, 
where it received sympathetic reviews by the Department that was 
interested in the farmer. 

Senator Curtis. But I sat through those hearings in the Govern- 
ment Operations Committee and I asked, I think, every witness who 
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appeared when I was there, if they had any difficulty, if their loans 
had been denied, and they said, no. But notwithstanding that, there 
appears to be fear and concern and, very frankly, my bill, perhaps, 
would never have been introduced if the first step had not been made 
to make partially independent. 

It is my feeling that if we do anything, that we should make it 
completely independent. 

Senator ELLenper. You have answered my other question. 

Senator Scuorpret. Mr. Chairman, I would like to ask a question. 

Senator Hotianp. Senator Schoeppel. 

Senator ScHorrret. Maybe some of the other members of the com- 
mittee could enlighten me on this. Assuming that it would be made 
an independent agency, such as the distinguished Senator from Ne- 
braska has indicated, would that entail a duplication of any staff, or 
would it require additional staffing that is now utilized in the Agri- 
cultural Department? Would it require a different independent 
status? Would we have additional expenses involved ? 

Senator Curtis. I would not think so. 

Senator Hoituanp. There are two things. I assume since there 
has been no mention of the rural telephone, that since it is now being 
administered by the REA, all the comments made apply equally to 
the REA program and rural telephone program. Is that correct? 

Senator Curtis. That is correct. 

Senator Hotianp. There is one thought that I would like to inject 
and then ask the Senator’s opinion on it. 

I have sat on the Appropriations Committee now for some years 
and I have noted that public power, with the exception of this agri- 
cultural power, which is primarily regarded as agricultural, has 
always been highly controversial in the committee. I refer to TVA, 
which is the longest standing other public power agency that I can 
think of that comes before our committee, and then later the Atomic 
Energy Commission ventures into the manufacture of public power. 
They have been fraught with very many material arguments and 
controversies, both in the full committee and on the floor, as the 
Senator knows. 

It seems to me that there is a value in retaining a setup under 
which it is made completely clear that the agricultural tie-in with 
REA is always a dominant factor in connection with it, because 
there has never been, to my recollection, any material or substantial 
controversy during my years of membership on the committee that 
handles REA appropriations, as contrasted with these other public 
power agencies, also Federal. 

Senator Curtis. That has been my observation, too, Senator. 

Senator Hotianp. I wonder if the Senator has any comment to 
make upon my apprehension that there might be a lot of that pecu- 
liarly appealing status if REA be divorced from its relationship with 
Agriculture, which I think must always be the dominent field of 
service of REA. 

Senator Curtis. I think not. 

Senator Hotitanp. You think not? 

Senator Munpr. Mr. Chairman ? 

Senator Hotianp. Senator Mundt. 
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Senator Munpr. I wonder if the chairman didn’t, perhaps through 
inadvertence, leave an implication which he might not have intended, 
at least which I would not like to consider being valid insofar as the 
REA is concerned. 

He said that by putting REA on the same status as “these other 
public power bodies.” Now, I have always conceived of REA not 
as a public power body but as a private ownership enterprise, that 
these farmers who are the patrons and who own REA and operate 
it through directors and hire their own management are private co- 
operatives, eventually going to own their own power distribution 
lines, in some places generating lines, and that it is unfair to label 
REA as a public power because they get part of their power from 

ublic hydroplants and part of their power from private utilities. 
ee REA’s get some of their power from private utilities. 

I don’t think it is any more correct to say that REA is a public 

wer because part of their electricity comes from a public power 
installation set up by the Bureau of Reclamation than it would be 
to say that Northern States Power Co. up in the area represented by 
Senator Humphrey would be considered a public power body, be- 
cause it might buy part of its power from the Missouri River 
Hydroelectric. 

[ wonder if the Chair doesn’t share with me the feeling that there 
is a great distinction oetween public power, as it is generally con- 
ceived, and REA, which is, after all, financed by private borrowing 
from the Federal Government, and which gets its power where it 
can from public sources, where it can do so economically, and from 
private sources. 

Senator Hotutanp. The Chair remembers that all the farm credit 
agencies function under the Federal Government, and properly so, 
although they belong, under the present law, to those who operate 
them. 

In my concept, the REA, while it is designed to belong to the in- 
dividual units which subscribed to it, is financed from public sources, 
and was created by public law. It does have certain tax exemptions 
because of its character. It isn’t entirely comparable to other private 
power agencies, of course. 

Senator Curtis. May I be excused, Mr. Chairman. Thank you 
very much. 

Senator Hotuanp. Very happy to have had you. 

Senator Hotianp. The next witness listed is Senator Humphrey. 


STATEMENT OF HON. HUBERT H. HUMPHREY, A U.S. SENATOR 
FROM THE STATE OF MINNESOTA 


Senator Humpurey. Mr. Chairman, I listened with considerable 
interest to the presentation on S.75. My purpose in appearing before 
the subcommittee, as was indicated during the executive session of the 
full committee, was merely to bring to the attention of this subcom- 
mittee the actions taken in the Senate Committee on Government 
Operations, and the brief review of the hearings that have been 
undertaken there relating to the Rural Electrification Administration, 
particularly the Reorganization Plan No. 2 of 1953, and a bill that had 
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been introduced last year, S. 2990, which is identical to the bill that 
has been introduced this year, S. 144. 

S. 2990 of 1958 would have stricken out those features of the Reor- 
ganization Plan No. 2 which related to the operations of the Rural 
Electrification Administration. 

S. 144, which is currently before the Senate Committee on Govern- 
ment Operations, would do exactly the same thing. 

The bill S. 75, to which Senator Curtis has just testified, the so-called 
Curtis-Russell bill, would take the REA back to the status that it 
enjoyed in 1935 or 1936. As Senator Ellender has pointed out, they 
enjoyed that status until 1939. In 1939, through the Reorganization 
Act passed at that time, the REA was made an independent agency 
under the general supervision and direction of the Secretary of Agri- 
culture, in the Department of Agriculture. 

Now, I have a very brief statement which I thnk will go directly 
to the points that have been raised here today. 

Mr. Chairman, along with 23 cosponsors, I have introduced a bill 
dealing with the functions of the Rural Electrification Administration. 
I would like to diseuss briefly the differences between the proposal 
now before this subcommittee, S. 75, and my bill, S. 144. 

The latter, which was referred to the Committee on Government 
Operations, has been favorably reported by the subcommittee. 

The bill which this subcommittee has under consideration, S. 75, 
would take the Rural Electrification Administration completely out 
of the jurisdiction of the Department of Agriculture, and establish a 
separate and independent agency. 

At first glance, this proposal seems attractive because the REA 
would no longer be under the domination of the Secretary of Agricul- 
ture, regardless of who that Secretary of Agriculture might be at 
any time. 

However, over the years, REA has definitely benefited from being 
a part of the Department of Agriculture. 

I digress to point out that the Department of Agriculture has, in 
a sense, given additional prestige to the REA in terms of presentations 
the Department has made to Congress, because REA’s needs have been 
part of an overall departmental budget proposal. 

It is not my belief that Secretary Benson should be the dominant 
person in this controversy over what should happen to the Rural 
Electrification Administration because that is getting into personali- 
ties rather than getting into the operation and management of a very 
important agency. 

Farmers and rural residents have benefited from REA’s close asso- 
ciation over the years with the Department of Agriculture. The 
program objectives have been oriented toward people instead of toward 
kilowatts alone, as might well be the case if REA were operated 
solely as a power and a loan agency on an independent basis. 

Also, I think you will agree with me, as part of the Department 
of Agriculture REA has had the benefit of working with those com- 
mittees of the Congress whose members are most interested in rural 
affairs. This has been the subject of considerable discussion this 
morning, and I might point out that when you establish a completely 
independent agency entirely outside of the Department of Agriculture, 
it is entirely probable that the legislative jurisdiction over the agency 
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known as REA would not be in this Committee on Agriculture. 
Where it would end up could easily be in Interstate and Foreign 
Commerce as an independent agency or some other committee of 
Congress, unless you specifically state it again in the legislation that 
it must go to such a committee, which is most unusual procedure, and 
which, by the way, would require House concurrence. 

Senator ELLenper. I wonder if the Senator would explain that 
for the record. 

Senator HoLianp. Will the Senator yield? 

Senator Humpurey. Of course; yes, Mr. Chairman. 

Senator ELienper. I wonder if the Senator would explain for the 
record why it is that the bill that he is sponsoring will be reported by 
a committee different than the one we are before now ? 

Senator Humpurey. Because we are not dealing at all with what is 
the substance of legislative policy. We are dealing strictly with the 
reorganization plan which was processed through the Committee on 
Government Operations, and there seems to be a feeling that it might 
have been better now if we hadn’t done that, so we are reversing 
the field. 

Senator ELLENDER. As the Senator remembers, the committee was 
not willing to lose jurisdiction over REA matters, but it finally con- 
cluded that since the objective of the Senator’s bill was simply to 
restore the status of REA as in 1939, a matter which had been thor- 
oughly discussed by the committee—by this committee—and presented 
to the Congress, that all you did, and what you are attempting to do 
now, is to really amend the Reorganization Act and the action taken 
in the Reorganization Act of 1953, and place it in the same status as 
was recommended by this committee of the Congress in 1953. 

Senator Humpurey. You are certainly right. 

In other words, the action of the Senate Committee on Government 
Operations in 1953 related to a total reorganization plan for the 
Department of Agriculture. 

By the way, there was a number of votes against that, as you know. 
I think some of the members of this committee voted against that 
reorganization plan in the Congress. 

Senator HoLtanp. You mean in 1953 ? 

Senator Humpurey. In 1953. 

Senator Hotianp. I voted against it and spoke against it because I 
thought it was far too sweeping, and it gave greater power to the 
Secretary of Agriculture—and I don’t speak of any individual Secre- 
tary—than was warranted, or in my opinion, safe to give. 

Senator Humpnrey. In 1954 there was a reorganization plan, 
which was defeated by the Congress. In other words, the Congress 
put firm objections to it going into effect. 

Senator Hotianp. I think the Senator from Kansas and I were the 
authors of the motion to disagree with it. 

Senator Humpnurey. That is correct. I recall it very well. 

I believe the record will show that I, too, voted against the reorgani- 
zation effort at that time because of what I thought were sweeping 
powers beyond those that were required. 

Now, referring again back to Senator Ellender’s question, we seek 
to do nothing new, Mr. Chairman, in S. 144. We seek only to restore 
the situation which existed up to 1953, namely, the provision of the 
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basic act of 1936, the Rural Electrification Act, Public Law 605 of the 
74 Congress, plus the action of 1939 which placed the Rural Electri- 
fication Administration under the “general supervision and direction 
of the Secretary of Agriculture, within the Department of Agricul- 
ture.” This in practice meant nothing more nor less than that the 
REA Administrator had complete authority over the REA loan- 
making functions. 

The Administrator was appointed by the President and confirmed 
by the Senate. He was to be on a term basis that was not equal to 
that of any Secretary of Agriculture. I believe the years of service 
were 10). 

Furthermore, only for purposes of bookkeeping and housekeeping 
functions and general presentation to the Congress was the Secretary 
of Agriculture to exercise jurisdiction. That was the way it devel- 
oped, the way it worked, and the way it stood. 

I simply believe that REA is a vital part of the rural scene, and 
therefore its affairs should come before the committees most directly 
interested and concerned. 

The Committee on Agriculture and Forestry should be the com- 
mittee for the legislative jurisdiction, and the Subcommittee on Agri- 
cultural Appropriations should be the committee for the financing. 

Lastly, I believe we should look at the suggestion before us in terms 
of the whole administrative structure. When I say “the suggestion 
before us,” I mean S. 75, the independent agency proposal. Sound 
administration certainly suggests that this Government must be 
simplified rather than be made more complex. 

I think we should ask ourselves, is it in the national interest to 
establish a new agency when it is possible to accomplish our objective 
without doing so. 

S. 144, the bill favorably reported by the subcommittee of the Com- 
mittee on Government Operations, retains REA as a part of the De- 
partment of Agriculture. The Secretary of Agriculture continues to 
be the man in charge of broad policy, and to serve as the Cabinet-level 
link between the REA and the President. 

I might add that if you make it an independent agency you have 
no Cabint link whatsoever. 

However, S. 144 establishes in no uncertain terms that no one shall 
interfere with the Administrator’s duty and responsibility in han- 
dling REA loan applications. It specifically will prevent the pres- 
ent preemption of the Administrator’s authority to approve loans 
by the Secretary of Agriculture, whoever he may be. 

For these reasons Mr. Chairman, I suggest that the bill before 
us, S. 75, while it is obviously designed for a good purpose and is a 
very well meaning bill, should not be favorably reported. 

I feel that the objective to which all this is directed could be well 
accomplished within the context of S. 144. 

I want to say one final word. There is no pride of authorship 
about this at all. There are 23 bipartisan cosponsors with me on 
S. 144. We have had long hearings on the subject matter. I have 
the hearings here, Mr. Chairman. There are 305 pages of testimony 
in the hearings that we conducted last year. 

I really and truly believe that, if S. 144 should be ultimately en- 
acted to repeal the action of 1953 relating to REA, it would be help- 
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ful to the present Administrator in terms, let us say, of his public 
relations. I have no particular complaint, as Mr. Hamil knows, in 
reference to his operation, and I am not here to try to engage in 
any political polemics about REA and the Secretary of Agriculture 
or suyneny else. 

I just think it is better public policy to do what we once did as 
a matter of established procedure. It would calm the waters some- 
what out on the farm front. ; 

The proposal which we offer in S. 144 would unqualifiedly retain, 
without any further argument in the Congress, and without anybody 
getting into any discussion as to where the committee jurisdiction 
rested, the REA within the Department of Agriculture, keep juris- 
diction in this committee for legislative purposes, and maintain ap- 
propriations jurisdiction in the respective subcommittees of the House 
and the Senate. There would not be any doubt about it, no argu- 
ment. We would have everything that we apparently seek to ac- 
complish. 

Finally I believe I am correct—and I was last year—that the Na- 
tional Rural Electric Cooperative Association, the independent or 
the private group that works with the REA out in the field, supports 
S. 144. I think there are witnesses here who can indicate that. I 
think that is all I have. 

Senator Hotianp. They will be heard later. 

I would like to ask you one question. You know, of course, that 
the Farm Credit Administration as now organized is in the Depart- 
ment of Agriculture, is a very important part of that Department, 
and yet is controlled by a rather large group of Governors confirmed 
by the Senate, it is true, but all of them ba one named from the 
nominees of the rural people who own the Farm Credit Administra- 
tion units in the several districts. 

Senator Humpuney. Yes, sir. 

Senator Hotianp. In making the decisions, that group acts of course 
for the great group of farmers whom they represent. 

Would there be anything particularly different between the func- 
tioning of the Administrator of the REA under your program as a 
completely independent decider of questions than the functioning of 
the Directors of the Farm Credit Administration as an independent 
group, whatever they are called by authority, to run the great and far- 
flung activities of the Farm Credit Administration ? 

Senator Humpnurey. Mr. Chairman, it is my belief that the analogy 
that you have given is very pertinent to the proposal of S. 144, the 
proposal that I cosponsored in the Committee on Government 
Operations. 

Senator Hottanp. Are there any questions? 

Senator Munpt. Yes. 

Senator Hotianp. Senator Ellender, will you take the Chair? I 
find that I have a commitment that I must take care of. 

Senator Humpnrey. May I at this point ask to have printed along 
with my comments a copy of S. 144, with its cosponsors, along with a 
marked page from a prepared draft document of the committee print. 
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(S. 144 and the draft referred to are as follows :) 


{S. 144, 86th Cong., 1st sess.] 
A BILL To amend Reorganization Plan Numbered 2 of 1953 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of Reorganization Plan Num- 
bered 2 of 1953 shall not hereafter apply to the Rural Electrification Administra- 
tion, and there are hereby transferred to the Administrator of the Rural Electri- 
fication Administration all functions which were transferred from the Adminis- 
trator to the Secretary of Agriculture by such reorganization plan; and notwith- 
standing the provisions of section 5 or Reorganization Plan Numbered 2 of 1939, 
or the provisions of any other law, any action of the Administrator of the Rural 
Electrification Administration with respect to the approval or denial of loans 
authorized to be made under the provisions of the Rural Electrification Act of 
1936, as amended, shall be the sole responsibility of the Administrator. 


PURPOSE 


The purpose of S. 144 is to restore to the Administrator of the Rural Electrifi- 
eation Administration the statutory authority for the operation of the Rural 
Electrification Administration vested in him by the Rural Electrification Act of 
1936 (Public Law 605, 74th Cong.). 

This authority was transferred to the Secretary of Agriculture by Reorganiza- 
tion Plan No. 2 of 19538. S. 144 provides that Reorganization Plan No. 2 of 1953, 
which transferred all functions of all officers, agencies and employees of the 
Department of Agriculture, with certain exemptions therein noted, to the Secre- 
tary of Agriculture, shall not apply to the Rural Electrification Administration. 

However, Reorganization Plan No. 2 of 1989, which originally transferred the 
Rural Electrification Administration to the Department of Agriculture, provided 
that it should be administered by the Administrator under the “general direc- 
tion and supervision” of the Secretary of Agriculture. The Secretary of Agricul- 
ture contends that the authority for general direction and supervision of the 
Rural Electrification Administration granted him by Reorganization Plan No. 2 
of 1939 includes the power of approving or rejecting REA loans, citing various 
court decisions to this effect. 

The committee amendment would make the authority vested in the Secretary 
of Agriculture by Reorganization Plan No. 2 of 1939 over the operations of the 
Rural Electrification Administration inapplicable with respect to the approval or 
denial of REA loans authorized to be made under the provisions of the Rural 
Electrification Act of 1936. 

Thus §8. 144, as amended, would restore to the REA Administrator complete au- 
thority for the granting of REA loans as the Rural Electrification Act of 1936 
provided. The bill, however, would not transfer the Rural Electrification Admin- 
istration from the Department of Agriculture where it would continue to be 
administered along with the other agricultural credit agencies. 


Senator Munpr. Mr, Chairman. 

Senator ELitenper (presiding). The Senator from South Dakota. 

Senator Munpr. As I said earlier I want to either enact S. 75 or S. 
144, whichever is the judgment of Congress it finally determines to be 
in the best interest of the REA. As Senator Humphrey knows I 
gave him my signed favorable vote in the subcommittee and sup- 
ported S. 144. 

Senator Humpnurey. I appreciate it very much. 

Senator Munpr. I have already mentioned the reservation which 
I have toward S. 75 and suggest the possibility that its cosponsors 
might want to by amendment correct it so far as jurisdiction is con- 
cerned. I think that would be very important. Personally I would 
not want to support S. 75 without it. 

I have one reservation in connection with S. 144 which I would like 
to discuss with Senator Humphrey. The words “general supervision 
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and direction” remain in the act after we adopt S. 144 and they would 
still be applicable. As I indicated earlier those words mean different 
things to different people. Some Secretaries of Agriculture might 
be very casual as to how they exercise this supervision and direction, 
and some might be a little bit more authoritative in their exercise of 
those words and that power. 

The thing that I want to be sure that we avoid when we make this 
change—I am sure we are going to make one change or other—of in- 
jecting the Secretary of Agri iculture, whoever it might be at any 
given time of history, in a position where he can sort of serve as a 
screening device for REA. I do not want that to happen. It has not 
happened, but I do not ae to create a situation where it could 
happen. 

I want to ask Senator Humphrey in the budgetary procedure if 
we enact S. 144 and in the representations made from the st undpoint 
of money available to REA and RTA at the executive level, at the 
congressional level, can we be sure if S. 144 is enacted that moneys 
requested and the moneys envisioned as necessary by the Administra- 
tor of REA will be presented directly to the congressional committee 
or will they first have to be screened through the Department of Ag- 
riculture and to the Secretary of Agriculture and will he have the 
power to cut them down / 

Senator Humprurey. I think that is the basic question and that is 
right at the center of the problem. Because of that, Senator Mundt, 
S. 144 took cognizance of that particular issue. Here is the language 
that clarifies it beyond a shadow of a doubt. 

Going back to 1939 to the legislative athority of 1939 the language 
of “general direction and supervision of the Secretary of Agr iculture” 
is in section 5 of the Reorganization Act of 1939. That was subject 
to some interpretation, namely, that it might lend itself to control 
over funds and loan authority, the very proposition to which you 
refer, the fear that you have, that I have, and that REA cooperatives 
have. So here is what we have done in S. 144. It says as follows that 
“Section 1 of the Reorganization Plan No. 2 of 1953 shall not here- 
after apply to the Rural Electrification Administration,” and “there 
are hereby transferred to the Administrator of the Rural Electrifica- 
tion Administration all functions which were transferred from the 
Administrator to the Secretary of Agriculture by such Reorganiza- 
tion Plan.” 

That takes care of the first part, namely, that the REA Administra- 
tor is restored to the basic statutory law of 1936. 

Let us come to the general supervision and direction. “Notwith- 
standing the provision of section 5 of the Reorganization Plan No. 2 
of 1939”—that is the one I read relating to the general supervision 
and direction—“or the provision of any other law, any action of the 
Administrator of the Rural Electrification Administration with re- 
spect to approval or denial of loans authorized to be made under the 
provision of the Rural Electrification Act of 1936 as amended shall 
be the sole responsibility of the Administrator.” 

That is about as clear as you can get it. 

Senator Munpr. Would the Senator be willing to amend S. 144 
to add one additional clause to be sure we are doing * what we are trying 
to do? What the Senator has read will take care of the situation 





18 RURAL ELECTRIFICATION ADMINISTRATION 


so far as loan applications and loan approvals. But I would like to 
add to that language “or in the presentation to the committees of 
Congress the representations al moneys required by the REA 
Administrator.” 

In other words, I want him to be able to come directly to the Con- 
gress to make these loan requests. Let the congressional committees 
vote them higher or lower rather than the Cabinet officers, the Sec- 
retary of Agriculture, have the responsibility which they might ex- 
ercise sometime to reduce him below what the independent agency 
has required. 

You know that happens frequently in soil conservation. It hap- 
pens in other places legitimately, because the Cabinet officer is in 
charge of the whole shop. But I do not want him to have the au- 
thority to reduce the requests which are made to Congress on behalf 
of the REA. There is a difference between the loan applications 
and the loan approvals. That is one thing. 

Senator Humpurey. Yes, sir. 

Senator Munopr. If you add the language “or in making the rep- 
resentations to Congress in the amount of money required” I think 
you have the thing squared away. 

Senator Humpnrey. I personally would have no objection to this. 
I want to say that here is a problem that you run into: It is a matter 
of the President’s presentation of his total budget. An operation of 
an independent agency must be screened by the President. 

Senator Munpr. I want to eliminate the intermediate screening by 
the Cabinet officer, perhaps an apple polisher at times. He has an 
additional screening, which I would like to eliminate. 

Senator Humpurey. Let me say to you that I surely feel that we 
ought to discuss this in the full committee before S. 144 is adopted. 
I would want, without making any hasty decision on that, Senator, 
to say that it would be better to take that up at the full committee 
level and see whether or not we can arrive at language that on the 
one hand does no deny the President the overall fulfillment of his 
responsibilities for the presentation of a budget that he believes is 
a coordinated one. I don’t want to cripple any President’s hand in 
that. 

Second, we do not want to get into a situation where an official 
who is housed in a department is denied the chance to speak before 
a committee. If you want to say that an REA Administrator is 
permitted to appear before a committee, that nothing should be done 
to prevent the REA Administrator from presenting his particular 
evaluation before a committee, I sure agree to that. 

Senator Munpr. In evaluating the respective merits of the two 
bills and in trying to seek the overall objective of getting the greatest 
service to REA, concentrating the authority, being independent from 
any outside interference, I have at least stated here for the record 
the reservation which I have toward S. 144. I also have a reservation 
toward S. 75. I think either one of those reservations could be 
eliminated by some legislative carpentry work in the form of amend- 
ments. 

I have suggested to Senator Curtis what I thought he and Senator 
Russell could do if the S. 75 approach is to be the one. I suggested 
to Senator Humphrey what I think we could do in the Committee on 
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Government Operations of which I am a member to meet the par- 
ticular reservation there. 

As long as we are going to clear this thing up I think we should 
eliminate any possible confusion and eliminate any possible inter- 
ference. 

Senator Humpurey. I say to you, Senator, that I have no personal 
objection to the proposal that you are making, but there were a num- 
ber of cosponsors for the bill. I think we ought to take that up. But 
I think in so doing that we might want to consult, to be very frank, 
with the ranking members of this committee as to their general at- 
titude on just what these authorizations should be, because that is 
what we are talking about, authorization requests and appropriation 
requests. 

Senator Munpr. We are talking here about appropriation requests 
because the size of the REA is governed by the funds available. 

Senator ELLENper. I may say if there are any material changes in 
S. 144 that the matter should come before this committee because we 
have jurisdiction of the whole subject matter as I suggested last 
week. The only reason why this committee didn’t insist that it pass 
upon S. 144 was that the distinguished Senator from Minnesota made 
it clear that the only objective of S. 144 was to restore conditions 
pertaining to REA to the same status that obtained in 1939. 

Senator Humeurey. And to make it unmistakably clear as to what 
that status would be in terms of the language of S. 144. 

Senator ELLeNper. You still feel even though you would have fol- 
lowed the suggestion made to: my friend from South Dakota that 
there wouldn’t be any material change that would in any manner af- 
fect the situation as it compared to 1939 ? 

Senator Humrnrey. I do not think so, Mr. Chairman. That is why 
I said I thought we ought to consult. 

Senator ELLenper. As a matter of fact, Senator Mundt, the mem- 
bers of the Appropriations Committee are the ones who finally pass 
on that, irrespective of who presents the budget. 

Senator Munor. That is right, but it is a little bit important, as 
you know, to get a budgetary request which is somewhat nearer what 
we think the particular agency deserves. 

Senator Extienper. As I recall, prior to 1953 all of the budget re- 
quests for REA were defended by the Administrator of that agency 
and I presume that the same thing will follow if we restore the status 
of REA to what it was in 1939. 

Senator ScHorpre,. Mr. Chairman. 

Senator Ettenper. The Senator from Kansas. 

Senator Scuorpre.. I regret that a matter in which I am vitally 
interested is to be brought up in the Senate this afternoon and I will 
not be able to be here. 

Senator Extenper. The committee has permission to continue this 
afternoon and I believe Senator Holland desires to continue it. 

Senator ScuoerreL. The matter before the Senate this afternoon is 
the matter of educational television. I am a cosponsor on that bill 
with Senator Magnuson. 

I want to say before I leave that I have some definite reservations 
on S. 75. I recall what the Senator from Florida said about this 
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matter when the Reorganization Act was passed. I had some definite 
feeling about it at the time. 

I have far less reservations about S. 144 than I have for S. 75. I 
regret that I will not be here this afternoon to ask some questions 
of some of the witnesses who appear later, but I shall read the record 
very carefully. 

Senator ELtenper. Are there any further questions to ask Senator 
Humphrey? If not, thank you, Senator Humphrey. 

Senator Humenrey. Thank you, Mr. Chairman, very much. 

(Thereupon, the committee proceeded to other business, to recon- 
vene on this hearing in the afternoon, of the same day.) 


AFTERNOON SESSION 





Senator Hottanp. We will now proceed to discuss 8. 75. Mr. Scott. 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR OF AGRICULTURAL 
CREDIT SERVICES, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Scorr. Before discussing the specific measures, I want to say 
that the REA programs have received the constant, unstinting sup- 
port of the Secretary and his associates in the Department, including 
myself. The Department of Agriculture is proud of REA. In fact, 
I would say that the rural electrification and telephone programs are 
two of the outstanding services of the Department. The unanimity 
of support and praise with which the programs have been received 
by farmers and other rural people, by farm organizations, and the 
Congress attest to the effective job which has been done. Much of 
the credit for these outstanding record accomplishments is due the 
thousands of men and women who have been building these systems in 
the rural communities. 

It is a matter of real satisfaction to us to have had part in the great 
contributions of these programs to American agriculture and to the 
national economy as a whole. It is our purpose and intention to aid 
these local systems to become stronger and better able to meet the 
growing needs of their service areas. The record for the past 6 years 
attests to this fact. 

We recommend that S. 75 not be enacted. This would reverse the 
sound action taken 20 years ago. As stated in the Department’s re- 
port on the bill: 


Section 5 of Reorganization Plan No. 2 of 1939 transferred REA and its func- 
tions and activities from independent status to the Department of Agriculture 
and provided that they be administered in the Department by the Administrator 
of the Rural Electrification Administration under the general direction and 
supervision of the Secretary of Agriculture. 

The basic reason for the adoption of Reorganization Plan No. 2 of 1939 was 
to improve the administrative management of the executive branch by a more 
logical grouping of existing units and functions and by a further reduction in 
the number of independent agencies. 

In the message transmitting this plan, the President stated that the work of 
the Rural Electrification Administration in its educational as well as its lending 
functions is clearly a part of the rural life activities of the country and should, 
therefore, be administered in coordination with the agricultural activities of the 
Government. The Department is justifiably proud of the record of service and 
achievement and the outstanding progress which has been made during this 
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period of 20 years of the administration of the REA program within the De- 
partment * * *, 


The basic reasons for the adoption of Reorganization Plan No. 2 of 1953 
were to centralize in the Secretary of Agriculture the responsibility and the 
authority for effective adminstration within the Department and to correct the 
patchwork assignment of statutory. functions in the Department. It was de- 
termined that in this way departmental operations could be simplified and made 
more effective and the Secretary be enabled to adjust organization of the De- 
partment in order to achieve continuous improvements in operations to meet 
changing conditions. 

REA has been an integral part of the Department for 2 years. It 

came in its infancy and has reached a healt 1y maturity as a member 
of the Agriculture team. The basic considerations underlying the 
reorganization plans of 1939 and 1953 apply as well today as they did 
when adopted. 

Administrator David Hamil is here and will himself give an ac- 
counting of his stewardship of REA as an agency within the Depart- 
ment of Agriculture. I will briefly cite a few pertinent facts from 
the record which indicate the outstanding progress of these rural 
systems during the past 6 years: 

1. Loans of about $1.2 billion have been made during this period. 
This is almost one-third of the $3.8 billion approved since the start of 
the program—about 25 years ago. 

2. Loans have been made more promptly. Substantial savings in 
expense and time have accrued to borrowers and REA from the elimi- 
nation and simplification of procedures. 

3. Some 800,000 new consumers and 180,000 miles of line have been 
added to REA electric systems. About 96 percent of our farms now 
have electricity, and more than half of these farms are served by REA 
borrowers. 

4. Power sales on REA systems have reached an estimated 21.7 
billion kilowatt-hours which is double the sales in 1952. 

. Loans were approved to provide facilities for 1,116,000 kilowatts 
of generating capacity, almost double the total provided in the pre- 
vious 171% years. 

6. The number of electrification borrowers behind in their loan 
payments dropped from 45 to 6. There are nearly 1,000 active bor- 
rowers. These systems have made payments on principal and interest 
in excess of $1 billion. At year-end the systems were ahead on their 
payments in ‘the amount of $139 million. 

7. The net worth of electrification borrowers has more than tripled, 
increasing from $161 million to $512 million in the 6 years of the 
present Administration. On January 1, 1959, net worth was about 
16.4 percent of total assets. 

It has been charged, as it appears from remarks published in the 
press and in the Congressional Record, that REA, under its present 
arrangement, has been hampered in its oper: tions and is being de- 
stroyed. The record shows . completely false are such charges of 
obstruction and destruction. 

It is claimed that the Secretary has taken away the authority of 
the Administrator to approve loans. This is not so. The Department 
has made no substantial change in REA organization or policies. Nor 
has it transferred any powers or functions from REA. Secretary 
Benson has testified and publicly stated on several occasions. that he 
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will make no changes in the REA organization without consulting 
with the Congress and giving public notice before such changes 
become effective. The Secretary has adhered fully to this promise. 

In June of 1957 Mr. Hamil was asked to refer to me, for my 
information and possible discussion, contemplated loans of a half 
million dollars and more and loans to new borrowers. This request 
is no way curtailed the Administrator’s authority for final approval 
of new loans. Not a single loan application has been turned down at 
my request or suggestion—nor have any been unduly delayed. The 
review of these loans has given me a broad picture and a better 
understanding of the operations of the REA systems. This has 
enabled me to more effectively handle matters relating to =" 
and procedures intended to accomplish the purposes of the act. 

Recently we have changed the arrangement so that only generation 
and transmission loans of a million dollars or more and loans to new 
telephone borrowers are referred to me for review. This procedure 
is working smoothly and has in no way hampered REA’s effective 
oper ation. We intend to assist in improving the service to the bor- 
rowing systems, and in no way impede or detract from it. 

It has been said also that REA would be destroyed if the Depart- 
ment’s legislative recommendations are enacted into law. That claim is 
completely erroneous. It attributes to the Department and this 
Administration a motive which we firmly deny. On the contrary, 
the record of our administration of this program shows that we have 
consistently and effectively supported these systems. 

To carry out the rec sien of the President in his budget 
message for 1960, the Department is in the process of preparing for 
submission to the Congress, legislation which would adjust the in- 
terest rate to reflect the cost of money to the Treasury and also to 
broaden the sources of capital for the borrowers. This would replace 
on future loans the fixed rate of 2 percent established 15 years ago 
when financial conditions and the state of progress of the REA pro- 
grams were quite different from what they are today. There would 
be no change in the interest rate on loans totaling nearly $4 billion 
which have been approved. 

The REA systems have progressed to the extent that they are now 
able to start using some private loan funds along with Federal funds. 
This proposal is in keeping with the traditional pattern of the Federal 
Government in encouraging businesses to go for ~ward with less de- 
pendence on Government resources after they have become well estab- 
lished. The transition from complete Federal financing to private 
financing can be made in an orderly and gradual manner. We haliove 
this can be accomplished in a way that will not work a hardship on 
any rural system or its consumers. 

Recently the President again stated the Administration policy when 
he expressed the sincere desire to see the REA-financed systems be- 
come even stronger and more self-sufficient. 

REA and REA systems have changed a great deal since 1944 when 
the present financing pattern was established. Rural industrial and 
nonfarm residential consumers now account for more than half of the 
total power load on these systems and their proportion of total sales 
is expected to increase. The nonfarm loads in the future will account 
for a large part of the loan requirements for increased capacity. 
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About 75 percent of the more than 100,000 new consumers being 
added annually are nonfarm consumers. These nonfarm consumers 
are just as eligible under the act as farm families. The large per- 
centage of increase in nonfarm consumers and the heavy investment 
in plant and facilities to serve their needs is the result of rapid growth 
and development that is occurring in many rural areas throughout the 
country. 

The service areas of many of these rural electric systems have 
changed from a farming area with only small communities to an ex- 
tensively developed and rapidly growing area. During this period of 
about 25 years the basic loan authority in the Rural Electrification 
Act has remained substantially the same. The act authorizes the 
advancement of loan funds to serve any rural consumer who is not 
receiving central station service. 

In addition to providing for the increased power requirements of 
existing consumers, REA loans commonly provide funds to extend 
service to new housing subdivisions, or new industrial plants of 
various sizes, to recreational and resort facilities, or street lights for 
small communities. Occasionally the purpose of the loan will be to 
extend lines to a new oil and gas field or to a large mining, lumber, or 
other industrial plant in a remote area. 

Sometimes these profitable payloads make it possible for the first 
time to extend service to isolated farm and ranch families. Gen- 
erally, this expansion in profitable nonfarm loads is contributing 
substantially to the growth in system net worth. 

These rural systems have made tremendous growth since the REA 
program was started 25 years ago. These systems have a very favor- 
able outlook for continued growth and development. We think it 
would be in their best interest to start making long-range plans to 
adequately meet their future requirements. We stand ready to join 
with representatives of these systems in developing such long-range 
plans—carefully tailored to their particular needs. 

To summarize: The Department of Agriculture is in accord with 
the views, as I have already stated, expressed in Senate Resolution 21, 
and we are opposed to the enactment of S. 75. 

Mr. Chairman and members of the committee, I thank you, and I 
will either respond to questions now, or let Mr. Hamil give a short 
statement. 

Senator Hotuanp. Senator Aiken, do you have questions with refer- 
ence toS. 75 that you would like to ask Mr. Scott ? 

Senator A1kEeN. No, Mr. Chairman. I am familiar with the work 
of the REA under Mr. Hamil and under Mr. Nelson, and if you want 
to go all the way back, it has done an excellent job and it has done a 
particularly fine job in the past 5 years. While I am always ready 
to listen to testimony with an open mind and not make up my mind un- 
til the time comes, I will have to admit that at this moment I can’t 
see any great advantages to be gained by setting up an independent 
agency or changing the system which has worked so well up to 
now. 

That doesn’t mean that I will agree with every recommendation 
however, made by the administration as to the future operations o 
the REA. And it doesn’t mean that I will agree in part. But we 
will cross that bridge when we come to it. They have done a good 
job. 
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Senator Hotuanp. All right, Mr. Hamil. 


STATEMENT OF DAVID A. HAMIL, ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION, U.S. DEPARTMENT OF 
AGRICULTURE 


Mr. Hamin. With respect to the proposal to reestablish REA as an 
independent agency of the Federal Government, I see nothing to be 
gained and perhaps much to be lost by such a move. I had no direc; 
experience with REA prior to 1939, when it became a part of the 
Department of Agriculture. When I entered office, I found a hard- 
working devoted group of employees in REA domg what is generally 
rec ognized as an outstanding job in helping rural America obtain and 
keep modern and depend: able power and communication service. 
Many of these employees had been with the agency since its inception. 
I made no changes of any consequence in the staffing pattern or im the 
staff itself. I know of no staff changes I would ‘make if the reor- 
ganization proposal were to become law. 

One of my first tasks was to acquaint myself with basic program 
policies and procedures. Most of these were long standing and time 
proven. They are under constant examination to determine whether 
they are working or need change. 

I am going to yadd right there that any time we find a better method 
of doing something, Mr. Chairman, we are going to put it into our 
program, and until we do, we are going to continue to follow what 
has been proven to be a good method. 

[ also found myself a part of a team of agricultural officials in the 
Department who, from Secretary Benson on down, have always ex- 
hibited a deep and genuine interest in the REA programs and their 
advancement. Having available the counsel of Ezra Taft Benson, 
with his world of experience in the cooperative movement and in agri- 
culture generally, has helped immeasurably in the discharge of my 
responsibilities. His general supervision and direction, brought to 
REA through the 1939 reorganization plan, whether exercised per- 
sonally or through his immedrate staff, has been and is a valuable ele- 
ment in the program’s success. Kenneth L. Scott, the Director of 
Agricultural Credit, has had vast experience in agricultural credit 
matters and is always a source of wise and sympathetic counsel. 
Ready access to these resources and to the accumulated experience of 
other Department officials, who are experts in such fields as cooperative 
finance and management, agricultural and rural economics, and in- 
ternal management and budgeting, has fully justified the action of the 
Chief Executive and the Congress in placing REA within the De- 
partment of Agriculture. 

The proposal to divorce REA from the Department of Agriculture 
must necessarily indicate a belief either than the job is not being well 
done or that it can be done better by an independent agency. 

As to how the job is being done, I think that the facts speak for 
themselves. I would like to offer for insertion in the record at this 
point statistical information to establish our progress during the past 
6 years. 

Mr. Chairman, here it is. 

Senator Hotianp. Without objection it will be inserted. 

(The data referred to follows :) 
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TABLE 2.—Loans for generation and transmission 





Generation 

Number Amount of Number of | Amount of and trans- 

Calendar year generation generation | transmission | transmission mission as 
loans loans loans loans percent of 


total loans 
during year 





ice cgi caeieniatnwie cn iabks 13 | $3, 124, 205 67 | $20, 773, 461 16.5 
SPS okei sce atieccueeainateens 16 | 25,345, 792 57 14, 656, 363 23.3 
SR GetiiescuvickbaAiianpensnen 13 | 23, 504, 850 76 | 24, 066, 340 26.4 
SEERA cMedenGhiesiwnnsdebioccnces 13 | 43, 528, 608 77 | 32,631, 925 34.6 
Pca co bduainsnakcaeonnseananee 23 | 70,718, 143 101 49, 796, 245 40.6 
ea tevckdatowannaninenetences 16 | 51, 526, 726 87} 40, 780, 351 43, 2 

Total 1953-58. ............- 94 | 217,748, 414 465 | 182, 704, 685 32.6 


TABLE 3.—Funds advanced to electric borrowers 


Calendar year: Funds advanced 
i aia de $202, 354, 558 
I haces a acca as tae acd sg yt ge Da caat 164, 216, 078 
iis Sissi ts chat a iman cica ipea ddan tle ae ee 153, 322, 400 
DN icici sce ica hss iis iain si cag be scacinna 161, 425, 783 
I iscsi sia lac elie ne ec aceite ins tne MNad is 212, 903, 424 
iiss iat te uh hl aii at laa 203, 341, 562 

I icici as cei mal saa NaS ie Dee taal 1, 097, 563, 805 
TOUR, 20G0-Se (et CUMUIRUIVE) ncnncctntind cemenenenconn 3, 254, 776, 704 


TABLE 4.—Financial condition of electric borrowers improves 











Net worth up Net margins up 
Total net As a percent Annual net | As a percent 
worth (as of | of assets (as | margins of operating 
Jan. 1 of Jan. 1) revenues 
Calendar year: 

icccas snnidoiaiididediinbinniies chaeapeabtidatiiebinniteitial $161, 341, 922 a $30, 828, 814 8.5 
Sate Sethian cseiniecp cess cha eect nis seeds | 193, 103, 222 8.4 43, 965, 783 10.8 
al iettaia tak Alaa ie meieccticrsiodotianini ae 235, 668, 151 9.6 58, 836, 250 13. 1 
Saks cticcssnhs elaine catinse sections niga se oiekia an cinta agian 293, 424, 923 11.2 69, 389, 622 14.1 
icin citiasinte aalsiandvincs o icanbe stink shitaltiaebng wate 365, 672, 752 13.2 68, 900, 391 13.2 
SL abatccnertth acai hkioascctanedadepahoiste ceutestieiaaaids kiss 436, 921, 946 14.9 1 73, 400, 000 113.0 
I iin cy ssn atest agi cae ic bb senate 512, 000, 000 TO ction cugenes piiccreeesoress 


1 Estimated. 


TABLE 5.—Payments by electric borrowers to Government increase 











Increase in Number of | Amount of 

payments Total pay- delinquent payments 

Calendar year Interest | Principal ahead of ments borrowers in arrears 

schedule (as of Jan. (as of Jan. 

1) 1) 
aig ascii dek $22, 945,825 | $42,742,293 | $10,025,059 | $75,713,177 45 $718, 399 
iden diseic cash cones 29, 114, 872 52, 591, 566 16, 151, 436 97, 857, 874 25 355, 592 
i tnicsnsidbtspanetadiat 34, 695, 030 63, 702, 170 12, 584, 488 110, 981, 688 13 307, 340 
38, 468, 250 71, 255, 819 11, 409, 325 121, 133, 394 15 417, 183 
40, 772, 282 74, 259, 131 14, 842,106 | 129,873, 519 8 233, 873 
a 43, 628, 506 79, 633, 730 21, 489,249 | 144, 751, 485 6 128, 207 
Spelt ieneniniaitnceiiinal ictsabeseibicsmisiasilacaee: penne auth neta eaitinnte Macidietcsaii 6 137, 553 
Cumulative as of Dec. 31, 1958: 

Total taberent Gee Gnb Obit... nnnccsnsndccdacnscccuce $350, 163, 823. 30 
‘Total grincinel due and paid... =. 586, 441, 630. 29 
GR) GOVORCE DOFMIONTE Kno i ee cs 138, 972, 625. 49 
Total principal overdue more than 30 days..------------- 104, 217. 04 


Total interest overdue more than 30 days__-_-..-------- 33, 335. 79 


AS 
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TaB_e 6.—Number of electric consumers and miles of line continue to grow 


Consumers | Miles of line 
served energized 








Average consumption of power per consumer climbs 


{In kilowatt-hours] 


Calendar year Annual usage | Monthly usage 





fs 

| 

| 

3, 000 250 

cal 3, 360 230 
3, 672 306 

= 4, 020 335 
4, 368 364 

----| 4, 680 390 


TABLE 7.—Sales of power by borrowers climb 





Calendar year | Kilowatt- Revenues 
hours 


, 127, 863, 000 $321, 407, 348 
804, 174, 000 362, 977, 101 
3, 829, 131, 000 408, 144, 564 
O, fe 738, 7 772, 000 449, 625, 847 
S 197, 414, 000 | 491, 184, 729 
, 676, 628, 000 523, 783, 014 
eh 000, 000 | 563, 100, 000 
| 





} Soom oo > G0 
CNR Om 


TasLe 8.—Retail price of power down 
Price per kilo- 
watt-hour (cents) 
(all consumers) 
2. 98 
2. 92 
2. 80 
a Ol 
2. 62 
2. 55 
2. 47 


Cost per kilo- 
watt-hour (centa) 
(all consumers) 
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Calendar year: 


1953 


Total 1953-58 (gross) 


Total 1949-58 (net) 


1955 
1956 
1957 
1958 
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Funds advanced to telephone 
Calendar year: 


TABLE 9.—Telephone loans made 


ADMINISTRATION 


Gross loans 

$50, 112, 000 
66, 346, 000 
66, SOS, 000 
82, 181, 000 
76, 455, 000 

102, 927, 000 


444, 829, 000 


526, 540, 415 


borrowers increase 


Funds advanced 
$25, 995, 638 
402, 438 

025, 668 

011, 184 

374, 801 

888, 216 


337, 697, 945 


Total 1949-58 355, 420, 530 


TABLE 10.—Payments by telephone borrowers to Government increase 





Calendar year Interest | Principal | payments | Total pay- | delinquent | payments 
ahead of ments | borrowers | in arrears 


Ds | 
| | Tnerease in | | Number of | Amount of 
schedule (as of Jan. 1)| (as of Jan. 1) 


$83, 614 
384, 613 
631, 327 
1, 244, 845 
1, 935, 939 
2, 849, 223 


© Wars oil 


$120, 627 
1, 058, 705 
§84, 857 
1, 391, 971 107, 112 
2, 387, 817 254, 344 | 
3, 564, 5C7 25 


$5, 355 
3, 112 
144, 876 


$209, 596 
1, 446, 430 
1, 461, 060 
2, 743, 928 
4, 578, 100 
6, 995, 555 


$1, 873 
174, 410 
436, 006 
497, 697 
534, 719 
388, 186 
373, 403 


Cumulative as of December 31, 1958: 
Total principal due and paid 
Total interest due and paid 
PUI NII VITOR NOON i si seins ccnp ci 
Total principal overdue more than 30 days___--___-_-__---- 
Total interest overdue more than 30 days 


970. 06 

521. 31 

1, 096, 624. 04 
347, 639. 52 
25, 763. 11 


TABLE 11.—More rural people getting better telephone service each year 


Subscribers provided for 
by loans Route miles 
of line pro- 
vided by 
loans 


Calendar year 


Initial 
service 


Improved 
service 





35, 682 
64, 136 
71, 030 
69, 204 
55, 620 
80, 243 


34, 625 
62, 530 
83, 240 
119, 075 
92, 854 
107, 750 


20, 532 


Oiaad SORBIE CN oi oi octcneecececccecuden 194, 143 


257, 392 


Total 1949-58 (net) ~ 495,994 | 604, 240 








375, 915 | 500, 074 
} 
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Telephone construction—By years 


| Number of Number of 
Calendar year exchanges | miles of line 
cut over to | built 





15, 196 
16, 996 
20, 442 
28, 613 
41, 454 
37, 140 


Mr. Hamu. In addition, I point to numerous resolutions adopted 
at local, statewide, regional, and national meetings of the rural people 
whe actually own and operate the systems financed by REA. These 
resolutions attest to their approval of the way in which the REA 
programs are being administered. 

As to the future, I pledge that all of us in REA and in the Depart- 
ment will continue to strive to improve our procedures, our policies, 
and our performance. In my opinion, removal of REA from the De- 
partment would not, in itself, constitute an improvement in any of 
these areas, nor would such an action hasten improvements. 

Mr. Chairman, I am at your disposal to answer any questions, to 
discuss this material which I have submitted, and to provide you with 
whatever further information you may wish. 

Senator Hotianp. I have no questions. 

Do you have questions, Senator Aiken ¢ 

Senator ArkEN. I have no questions. 

Senator Hotianp. I am sorry other members of the committee are 
not here. 

Mr. Hamin. Thank you very much, Mr. Chairman. 

Senator HoLuanp. We have Mr. R. F. Keller, General Counsel, of 
the General Accounting Office. 

Is Mr. Keller here? 

Mr. Ketier. Yes. 

Senator Hottanp. You have a statement that you wish to present ? 

Mr. Ketier. Yes. 

Senator Hoxtianp. I am trying to work this out, Mr. Keller. I 
don’t think we can finish today, so I am thinking about going over 
to tomorrow and winding up by noon. I am just asking for expres- 
sions. 

Mr. Ketter. My statement will take 6 or 8 minutes. 

Senator Hotianp. You don’t know how long you are going to be 
examined by us. 

Then we have Mr. Angus McDonald, coordinator, division of leg- 
islative services, National Farmers Union. 

Are you here, Mr. McDonald ? 

Mr. McDonatp. Yes. 

Senator Hottanp. And you have a brief statement ? 

Mr. McDonatp. Yes. 

Senator Horianp. And Mr. William C. Wise and Clyde T. Ellis. 

Mr. Wise. Mr. Chairman, I am Mr. Wise. I am testifying only 
with respect to Senate Resolution 21. I will take about a half hour. 
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Senator Hottanp. And you, sir? 
Mr. Dei. Iam Dick Dell, from Mr. Ellis’ office. 

Senator Hotianp. Mr. Ellis will not be here ? 

Mr. Detu. Mr. Ellis will be here, and he will need about 20 minutes 
as far as his statement is concerned. 

Senator Hotianp. I suggest, unless somebody here has got to leave 
town, that we go over until 10 tomorrow morning, not 10:30, with the 
intention of getting through by 12. 

I don’t believe by continuing we could hope to get through this 
afternoon before around 6, and I personally have some engagements 
that require me to be somewhere else at that time. 

What about you, Senator Aiken? 

Senator Arken. That is satisfactory to me. 

Senator Hotitanp. You all have offices here in the town, don’t you? 
Mr. Detu. Yes. 

Senator ArkeN. Also we will have more members of the committee 


present tomorrow. : 
Senator Hottanp. We ought to have more members of the commit- S 
tee here because these are questions of public policy that they are 
concerned with. I 
Thank you, gentlemen. 
(Whereupon, at 3:40 p.m., the subcommittee adjourned to 10 a.m., q 
Friday, March 6, 1959.) t 
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FRIDAY, MARCH 6, 1959 


U.S. SENATE, SUBCOMMITTEE 
on AGRICULTURAL CREDIT AND RuRAL ELECTRIFICATION 
OF THE COMMITTEE ON AGRICULTURE AND Forestry, 


Washington, D.C. 


The subcommittee met, pursuant to recess, at 12:30 p.m., room 324, 
Senate Office Building, Senator Spessard L. Holland (chairman of the 
subcommittee) presiding. 

Present: Senators Holland, Ellender (chairman of the full com- 
mittee), Talmadge, Young of Ohio, and Schoeppel. 

Senator Hotianp. The Senator from Nebraska, Senator Curtis, re- 
quests permission to file a statement supplemental to the statements 
that he made yesterday. 

Without objection, that will be done. 

(The statement referred to follows :) 


The discussions before the subcommittee clearly show that there is confu- 
sion as to the intent and purpose of S. 144. If it is intended to mean that the 
bare act of affixing or refusing to affix his signature to a loan is the sole respon- 
sibility of the Administrator, the bill is meaningless. If it means that all de- 
cisions as to policies, procedures, and personnel, which are the ingredients of 
the loan process, are to be made by the Administrator, then the enactment of the 
bill would result in removing REA from the Department of Agriculture. 

S. 75 removes all doubt as to the authority of the Administrator with respect 
to the loan programs authorized by the Rural Electrification Act of 1936, as 
amended. S. 144 creates confusion and doubt as to who has the final respon- 
sibility for carrying out the objectives of this act. Even the most charitable 
view of S. 144 means that there will be two administrative heads of REA. The 
extent of the authority of either of these heads is not made clear by the provi- 
sions of S. 144. Having two bosses with their jurisdiction undecided could lead 
to only one end—hopeless confusion and a serious adverse effect on the ac- 
complishments of the REA program. The Congress should not at this time take 
any action which might defeat the objectives of the act. 

For example, S. 144 proposes to repeal that part of Reorganization Plan No. 
2 of 1953, which transferred to the Secretary of Agriculture authority in addi- 
tion to that given him by Reorganization Plan No. 2 of 1939. This is pro- 
posed in an effort to give to the Administrator sole responsibility for the mak- 
ing of loans. At the same time, if S. 144 is enacted the Administrator will 
have, according to title I of the Rural Electrification Act of 1936 with amend- 
ments “all of the powers of which shall be exercised by an Administrator, un- 
der the general direction and supervision of the Secretary of Agriculture.” 
There is no effort to clarify what “general direction and supervision” the Sec- 
retary of Agriculture will then have should S. 144 be enacted. 

Section 3 of the Rural Electrification Act of 1936, as amended, provides 
“The Secretary of the Treasury is hereby authorized and directed to make loans 
to the Administrator, upon the request and approval of the Secretary of Agri- 
culture.” This is obviously an important policy function still vested in the 
Secretary of Agriculture which is not dealt with in S. 144. 

S. 75 clearly places complete authority in the Administrator and makes him 
subject to the control of the Congress. It is not clear what S. 144 will do 
to the REA program. For the reasons stated herein and for the additional 


21 
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reasons given in my earlier statement before the committee, I recommend the 
enactment of S. 75. 


Senator Hotianp. The American Farm Bureau Federation wishes 
to file a statement for the record. ae 

Without objection, that is permitted on the same basis just men- 
tioned. 

(The statement referred to follows :) 

WASHINGTON, D.C., March 9, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate, 
Washington, D.C. 

Dear SENATOR ELLENDER: S. 75 would establish the Rural Electrification Ad- 
ministration as an independent agency. 

It is our view that this would be an undesirable change. The Rural Electri- 
fication Administration, like all the other services and agencies in the Depart- 
ment of Agriculture, is primarily engaged in serving farmers. It would seem 
to us to be generally advisable that all such services and agencies should oper- 
ate under the general supervision of the Secretary of Agriculture. Effective 
and efficient governmental practice necessitates clear-cut lines of administra- 
tive responsibility and the avoidance, except where other considerations are 
overwhelming, of independent bureaus owing no allegiance or accounting to any 
part of the executive branch. 

In this particular case we know of no circumstances which would warrant 


any change in the present arrangement. We are opposed to the enactment of 
S. 75. 


It will be appreciated if you will include this letter in the hearing record. 
Sincerely yours, 
JOHN C. LYNN, 
Legislative Director, 
American Farm Bureau Federation. 


Senator Hottanp. Mr. McDonald, will you proceed. 


STATEMENT OF ANGUS McDONALD, COORDINATOR, DIVISION OF 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


Mr. McDona.p. Although we are in sympathy with the purposes 
of the authors of S. 75, we must reluctantly oppose it because we feel 
strongly that the bill (S. 144), sponsored by Senator Humphrey and 
13 other Senators, will accomplish the apparent purposes of Senators 
Surtis and Russell. At the same time it will remove any possible 
chance of resulting hardship that the employees of the Rural Elec- 
trification Administration might suffer and will continue in office an 
individual who is in sympathy with the purposes of the act and who 
has a deep understanding and long experience with farmers and farm 
problems. 

Although we are in disagreement to a certain extent with David 
Hamil, the Rural Electrification Administrator, we have never ques- 
tioned his sincerity or his devotion to the welfare of agriculture. 

The Curtis bill would make it possible for a new Administrator to 
be appointed for a period of 10 years and also make possible the 
arbitrary discharge of experienced, capable, and loyal employees of 
the Rural Electrification Administration. 

The Humphrey bill, on the other hand, would merely restore the 
authority of the Administrator to approve or disapprove loans which 
has been taken away by Secretary Benson. I will not burden the 
record with an elaboration of our views on the changes in REA 
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administration which was accomplished some time ago and which 
occasioned this legislation and much apprehension in the Congress 
and among the members of rural electric cooperatives. 

I merely call attention to the views presented to the Senate Gov- 
ernment Operations Committee, June 18, 1958, in which we presented 
testimony on legislation, which, I believe, was identical to S. 144. 

At that time, we reminded the committee of Mr. Benson’s promise 
to consult with both Congress and farm organizations and reported 
that Mr. Benson had never consulted with the National Farmers 
Union or with anyone else as far as we know in regard to changes 
in the REA. ; 

We also commented at some length on the views of Senator Rus- 
sell who warned the committee in 1953 that the reorganization pro- 
posal was a “pig in a poke” and that he feared that the Secretary of 
Agriculture might in some way, under this new authority, cripple or 
abolish important functions of the Rural Electrification Admuinistra- 
tion. 


Senator Hotnanp. Mr. Ellis, will you proceed with your testimony 
on 8. 75? 


STATEMENTS OF CLYDE T. ELLIS, GENERAL MANAGER, AND 
RICHARD A. DELL, DIRECTOR, LEGISLATION AND RESEARCH 
DEPARTMENT, NATIONAL RURAL ELECTRIC COOPERATIVE 
ASSOCIATION 


Mr. Exuis. I would like to comment on S. 75 briefly if I may. 

Senator Hotxianp. That begins on page 3 of your statement ? 

Mr. Enis. Yes, sir. May I ask at this time that you permit the 
resolutions of our people, except those which duplicate those which 
Mr, Wise submitted, to be made a part of the record ? 

Senator HoLtianp. Without objection it is so ordered. Is that on 
Senate Resolution 21 ? 

Mr. Exits. They deal with S. 75. 

Senator Hotianp. The resolutions will be included in the record of 
S. 75 only. 

(The resolutions are as follows:) 


RESOLUTION 
RURAL ELECTRIC SYSTEMS IN REGION I 


The following resolution was adopted at the regional meeting held in Burling- 
ton, Vt., September 25-26, 1958, by rural electric systems operating in the States 
of Delaware, Maine, Maryland, New Hampshire, New Jersey, New York, Penn- 
sylvania, North Carolina, Vermont, and Virginia: 


REA REORGANIZATION 


Whereas the original REA Act of 1936 provided for strictly nonpartisan ad- 
ministration of REA and provided for the appointment of an Administrator by 
the President, with confirmation by the Senate for a 10-year term to insure 
nonpartisan, nonpolitical administration ; and 

Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups ; and 

Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and that all loans of whatever amount, to new 
borrowers, be reviewed by the Secretary’s office ; and 
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Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing : Now, therefore, be it 

Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further 

Resolved, That as soon as the new Congress convenes in 1959 a bill identica] 
or similar to the Humphrey-Price bill of 1958, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original 
act of 1936, be introduced and passed. 


RESOLUTION 
RURAL ELECTRIC SYSTEMS IN REGION II 


The following resolution was adopted at the regional meeting held in St. 
Petersburg, Fla., November 3-4, 1958, by the rural electric systems operating 
in the States of Georgia, Florida, and South Carolina: 


REORGANIZATION OF REA 


Whereas the original REA Act of 1936 provided for strictly nonpartisan ad- 
ministration of REA and provided for the appointment of an Administrator by 
the President, with confirmation by the Senate for a 10-year term to insure 
nonpartisan, nonpolitical administration ; and 

Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and that all loans of whatever amount, to new 
borrowers, be reviewed by the Secretary’s office ; and 

Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

Resolwed, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, as amended by the House subcom- 
mittee, which would restore to the REA Administrator all of the functions and 
authority vested in him by the original act of 1936, be introduced and passed. 


RESOLUTION 
RURAL ELECTRIC SYSTEMS IN REGION III 


The following resolution was adopted at the regional meeting held in Gatlin- 
burg, Tenn., September 15-16, 1958, by rural electric systems operating in the 
States of Alabama, Mississippi, Kentucky, and Tennessee : 


REA REORGANIZATION 


Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

Whereas in June 1957 the Secretary did reorganize REA by requiring that all 
loans of $500,000 or more, and all loans of whatever amount to new borrowers, 
be reviewed by the Secretary’s office : Now, therefore, be it 

Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further 

Resolved, That the new Congress convening in 1959 be urged to introduce and 
pass a bill identical or similar to the Humphrey-Price bill of 1958, which would 
restore to the REA Administrator all of the functions and authority vested in 
him by the original REA Act of 1936, be introduced and passed. 
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RESOLUTION 
RURAL ELECTRIC SYSTEMS IN REGION IV 


The following resolution was adopted at the regional meeting held in French 
Lick, Ind., September 4-5, 1958, by rural electric systems operating in the 
States of Ohio, Indiana, Michigan, and West Virginia : 


REA REORGANIZATION 


Whereas the original REA Act of 1936:provided for strictly nonpartisan ad- 
ministration of REA and provided for the appointment of an Administrator by 
the President, with confirmation by the Senate, for a 10-year term to insure 
nonpartisan, nonpolitical administration ; and 

Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
eongressional committee to make no changes in REA without first consulting 
the proper congressional committee and other interested groups; and 

Whereas in June 1957 the Secretary did reorganize REA by requiring that all 
loans of $500,000 or more and all loans of whatever amount to new borrowers, 
be reviewed by the Secretary’s office ; and 

Whereas Secretary Benson has proposed a bill to the Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further 

Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original 
act of 1936, be introduced and passed. 


RESOLUTION 
RURAL ELECTRIC SYSTEMS IN REGION V 


The following resolution was adopted at the regional meeting held in Madison, 
Wis., September 29-30, 1958, by rural electric systems operating in the States of 
Illinois, lowa, and Wisconsin: 


REA REORGANIZATION 


Whereas the original REA Act of 1936 provided for strictly nonpartisan ad- 
ministration of REA and provided for the appointment of an Administrator by 
the President, with confirmation by the Senate for a 10-year term to insure 
nonpartisan, nonpolitical administration; and 

Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committee and other interested groups; and 

Whereas in June 1957 the Secretary did reorganize REA by requiring that all 
loans of $500,000 or more, and that all loans of whatever amount, to new bor- 
rowers, be reviewed by the Secretary’s Office ; and 

Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing : Now, therefore, be it 

Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further 

Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original 
act of 1936, be introduced and passed. 
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RESOLUTION 
RUBAL ELEQTRIC SYSTEMS IN REGION VI 


The following resolution was adopted at the regional meeting held in Bismarck, 
N. Dak,, October 27-28, 1958, by rural electric systems operating in the States of 
Minnesota, North Dakota, and South Dakota: 


REA REORGANIZATION 


Whereas the original RDA Act of 1936 provided for strictly nonpartisan admin- 
istration of REA and provided for the appointment of an Administrator by the 
President, with confirmation by the Senate for a 10-year term to insure non- 
partisan, nonpolitical administration ; and 

Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

Whereas in June 1957 the Secretary did reorganize RHA by requiring that all 
loans of. $500,000 or more, and that all loans of whatever amount, to new bor- 
rowers, be reviewed by the Secretary’s Office ; and 

Whereas Secretary Benson hag supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing : Now, therefore, be it 

Resolwed, That we are vigorously opposed to any reorganization of REA; and 
be it further 

Resolwed, That as soon as. the new Congress. convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original 
act of 1936, be introduced and passed, 





RESOLUTION 
RURAL ELECTRIC SYSTEMS IN REGION VII 


The following resolution was adopted at the regional meeting held in Denver, 
Colo,, November 10-11, 1958, by rural electric systems operating in the States 
of Colorado, Kansas, Nebraska, and Wyoming: 


REA REORGANIZATION 


Whereas the original REA Act. of 1936 provided for strictly nonpartisan ad- 
ministration of REA and provided for the appointment of an Administrator by 
the President, with confirmation by the Senate for a 10-year term to insure non 
partisan, nonpolitical administration; and 

Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

Whereas in June 1957 the Secretary did reorganize RDA by requiring that all 
loans of $500,000 or more, and that all loans of whatever amount, to new bor- 
rowers, bé reviewed by the Secretary’s Office; and 

Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, as amended by the House sub- 
committee, which would restore to the REA Administrator all of the functions 
and authority vested in him by the original Act of 1936, be introduced and 
passed. 
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RESOLUTION 
RURAL ELECTRIC SYSTEMS IN REGION VIII 
rck, The following resolution was adopted at the regional meeting held in Okla- 


S of homa City, Okla., October 30-31, 1958, by rural electric systems operating in 
the States of Arkansas, Louisiana, Missouri, and Oklahoma: 


REA REORGANIZATION 





nin- Whereas the original REA Act of 1936 provided for strictly nonpartisan ad- 
the ministration of REA and provided for the appointment of an Administrator by 
10n- the President, with confirmation by the Senate for a 10-year term to insure non- 
partisan, nonpolitical administration; and 
oa Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
the congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 
all Whereas in June 1957 the Secretary did reorganize REA by requiring that all 
bor- loans of $500,000 or more, and that all loans of whatever amount, to new bor- 
rowers, be reviewed by the Secretary’s Office; and 
uld Whereas Secretary Benson has supported a bill in Congress which would 
ives drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 
and Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
; or similar to the Humphrey-Price bill of 1958, as amended by the House sub- 
ical committee, which would restore to the REA Administrator all of the functions 
BA and authority vested in him by the original Act of 1986, be introduced and 
inal passed. 
RESOLUTION 


RURAL ELECTRIC SYSTEMS IN REGION IX 


The following resolution was adopted at the regional meeting held in Missoula, 
Mont., November 13-14, 1958, by the rural electric systems operating in the 


os States of Alaska, California, Idaho, Montana, Nevada, Oregon, Utah, and Wash- 
tes ington : 


In order to further the national objectives of the Rural Electrification Act 
and the laws relating to the comprehensive development of the Nation’s energy 
resources, and in order to assure an adequate supply of low cost power for 


ad. maximum development of rural America, we adopt the following legislative 
one policies, and we urge our leaders and public officials to take prompt and con- 
am. tinuing steps to bring these about: 

* * * a * « * 
ya 3. We urge Congress to reestablish the full authority of the REA Administrator 
ing to make loans. 

* * * ¥ * + * 
all 
Or- 
uld RESOLUTION 
ves 


RURAL ELECTRIC SYSTEMS IN REGION xX 
cal 


ab- . The following resolution was adopted at the regional meeting held in Browns- 
ns | ville, Tex., November 17-18, 1958, by rural electric systems operating in the 
nd ) States of Texas, Arizona, and New Mexico: 


I REA REORGANIZATION 


Be it resolved, That as soon as the Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, as amended by the House subcom- 
q mittee, which would restore to the REA Administrator all of the functions and 
authority vested in him by the original act of 1936, be introduced and its pas- 
sage pressed. 
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RESOLUTION 


Adopted at the 17th Annual Meeting of the National Rural Electric Cooperative 
Association, Washington, D.C., February 9-12, 1959 


REORGANIZATION OF REA 


Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration; and 

Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and all loans of whatever amount to new borrow- 
ers, be reviewed by the Secretary’s Office ; and 

Whereas the Humphrey-Price bill would restore to the REA Administrator 
all of the functions and authority vested in him by the original act of 1936, 
without divorcing REA from the Department of Agriculture: Now, therefore, 
be it 

Resolved, That we urge the Congress to pass the Humphrey-Price bill as early 
as possible in the 86th Congress. 


Mr. Exuis. Mr. Chairman, we have taken what we regard as the 
more moderate view on the matter of what to do with REA to regain 
for the REA Administrator the independence of making loans, and 
we are not asking that the Rural Electrification Administration be 
made a separate agency apart from Agriculture. 

As a Member of the House, I think I voted for the Reorganization 
Act of 1939. I recall protesting the movement of REA into the De- 
partment of Agriculture. I am not sure whether it was damaged or 
not. I am sure that there are certain advantages in its being in the 
Department. 

In the first place, as a part of the Department under a Cabinet of- 
ficer it has representation; the case of REA has representation at the 
Cabinet level. Also, as you will recall, extensive studies were made 
as the war was coming on and Hitler and Mussolini were on the prowl 
in Africa and Europe, on how to streamline the Government. I was 
one of those who protested this matter to the President, and he in- 
sisted, “I must have fewer administrative agencies reporting to me.” 
At different times this matter came up in the administration of Harry 
Truman and he took the position, “I need less, not more independent 
agencies reporting to the President.” 

We also raised this question again during this administration and 
received the same indication from the people responsible for stream- 
lining government. Here on the Hill you have some people who have 
made such studies, and we have also discussed this matter with some 
of them. Senator Monroney takes the position very strongly that 
we ought to move in the position of streamlining; and, indicating 
that he would oppose, as a matter of principle, cutting REA loose 
from the Department of Agriculture. 

I could go into a discussion of the Humphrey-Price bill which 
seeks simply to return to the Administrator the loan-making authority 
which he had before it was usurped by the Secretary of Agriculture. 
That is the position that our people are taking. They are moving and 
I think unamimously around the country in that direction and are ask- 
ing for the passage of that bill and not for the passage of S. 75. 
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Senator Hottanp. When you say that bill, you mean S. 144. 

Mr. Exuis. Right. 

Senator Hotuanp. I notice on your statement here, page 5, where 
you say: 

There is plenty of evidence that the Benson action to subordinate the Admin- 
istrator was taken in order to stop one major loan. This is being denied but the 
fact remains that even today, a year and a half later, the loan in question has 
not been made. 

What loan is that ? 

Mr. Exxis. That is the Indiana loan to the Hoosier Electric Gen- 
erating Transmission Cooperative in Indiana. 

Senator Hotianp. In what amount is the application ? 

Mr. Exxits. I think the amount is 40-some million dollars originally. 
I think the application is now being resubmitted or will be in a few 
days. Actually in a generation transmission loan the formal applica- 
tion is rarely formally submitted until they are ready to make it, 
because there continue to be changes, changes in the facts, even as the 
matter usually lingers over many months; particularly if it is 
contested. 

In that case the Governor of Indiana sent his three-man commission 
down here to lobby against that loan, and they went first to the Sec- 
retary of Agriculture and pressured for the loan not to be made, and 
after that they went to the White House and insisted that the loan 
not be made. 

The REA Administrator was called in and said, “If the loan appli- 
cation meets the criteria, the formula, I shall make the loan.” And it 
was very shortly after that that the Administrator’s right to make 
loans to new borrowers, and this would be a new borrower, and his 
right to make loans in amounts of above $500,000—and most of our 
loans these days are above that amount in terms of volume, certainly— 
it was very shortly after that that the Administrator’s authority to 
make such loans was taken away from him without clearance with a 
man who is not appointed by the President and not confirmed by the 
Senate in the Secretary’s Office. That is what that statement referred 
to. The loan has not been made, by the way, and that was 

Senator Hotianp. I believe you said that the application was being 
refiled in a different amount. Do you know the amount? 

Mr. Exsis. No, I donot. I think that is one of the things that they 
are trying to determine right now, and I talked with Frank Ratts 
yesterday, who is one of the leaders in the effort to get this loan 
application through, and he told me that they hoped to formally 
submit the final application and ask for approval within the next 
30 days. 

Senator Hotianp. It is a generating station loan? 

Mr. Exuis. Yes. This was brought about by the fact that in Indiana 
the cooperatives were having great trouble getting wholesale power 
at any rates they could live with, and the power company—well, the 
State commission, without any notice to the cooperatives, both raised 
the rates to the co-ops—they had no hearing—and imposed a 250- 
kilowatt load limitation on the amount of power that a co-op could 
serve unless it charged the person to whom it provided the service 
the exact same amount which the co-op paid for the power and, of 
course, it did not do that. 
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It had line losses. Power would have to bear its proportionate 
part of the transmission and so forth, the overhead. 

Senator Hotzianp. All right, sir; proceed. 

Mr. Eutis. There are three reasons I would like to list here why 
we think S. 75 should not become law. One of them is that we think 
this program will succeed only in the light of its historic past. The 
committees, both Agricultural Committees of the House and Senate 
and the Agricultural Appropriations Committees of the House and 
Senate, have been wrestling with this program a long time. There are 
men on those committees who have lived with the program during all 
the years of its existence, I believe. We think that to uproot it and 
throw us before other committees, fine as they are, would inevitably 
cause an upheaval in the program that we would not like to see 
because it would take a long time to familiarize new committees with 
the legislative and other history of the rural electrification program. 

Those are reasons 1 and 2 that I have listed here. 

Senator Hotianp. Reasons 1 and 2 on page 6% 

Mr. Exxits. Right. 

Now, with regard to this legislative history, I have mentioned here 
some facts of life about the rural electrification program beginning 
on page 7 that I think you gentlemen are interested in. 

One is the fact, as has been mentioned here, that the Congress said 
as it compromised this legislation into existence, we (the co-ops) have 
to stay out of the better part of the electric power industry market. 

Weare not quarreling about that. But Congress said that. It said 
we can’t go into towns over 1,500. 

And, secondly, Congress said that we could not even serve the better 
part of the rural market, that is those already served. That was 
usually the better part. 

Then, thirdly, the Congress said, and this is awfully important 
in this whole consideration, that we shall serve everybody in our 
areas. This is the only time that we know of where, in the history 
of any company, a non-Government agency was required to serve 
everybody. 

We believe that half the people we serve today do not pay their 
own way, which means that the other half have to more than pay 
their own way in the rural electrification program. 

Then the Congress provided, and we don’t quarrel with this; but, 
it is a fact of life which we all must keep in mind I think, that our 
people shall repay these REA loans. Now the power companies, 
as you all know, do not repay in this sense, they do not charge their 
customers for an amount to repay or pay off their indebtedness. 
They float their indebtedness and refloat it in perpetuity, whereas we 
must add on over and above the cost of service an amount that is 
roughly 15 to 20 percent, which we then take and pay over to Uncle 
Sam, to the Treasury, to pay off the loan, and this is an additional 
burden. 

Fifth, the hazards of the rural areas—the hazards of serving in 
the rural area are greater; the hazards with respect to snow, sleet, 
wind, because of their type of construction, generally are greater 
than in the city and this constitutes another burden. 

Again, about 85 percent of the systems are at the mercy of some- 
body else for their power supply and this constitutes a burden. 
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Sixth, in many States we are not franchised; or, if we are we are 
franchised subject only to the franchises of other systems, other 
power suppliers. In any case, we were not there first and the franchise 
situation usually works against us and not for us. 

Seventh, in most States the legal situation, our economic disadvan- 
tages, and the bias of regulatory commissions encourage the power 
companies to raid our territory and take our larger users, while we 
are prohibited legally from doing the same to them, even if we could 
do it otherwise. 

Eighth, because we apparently must be nonprofit in order to exist 
at all; the profit is not there. I am convinced that the power com- 
panies, even today, could not serve most of rural America under 
their present setups because it would tend to dilute the profits which 
they make and would cause them to subsidize the rural areas, and 
some of the power company men have so stated, with their city loads. 

Because of all of these situations we don’t have favorable diversity 
in our systems, nor favorable load factors and this constitutes a 
still further burden. We don’t have the necessary funds for experi- 
mentation to try out many new things that we think could be tried 
if we only had the funds. But we don’t have them for experimenta- 
tion. Then too, since our load, in use of power, is doubling every 
5 to 7 years, we are confronted, of course, with the constant problem 
of growth, and therefore we have to bear the burden of comin 
back to Congress all of the time and convincing Congress that we neec 
these new funds, and apparently at the same time trying to protect 
the act itself. 

Now here is evidence that I think you are interested in; of the fact 
that we are having these struggles. The REA Administrator speak- 
ing the other day before our national meeting said that our systems 
have accumulated about 16 percent equity. 

Well, now, here we have been operating not on the average but 
altogether some 23 or 24 years and still have only 16 percent equity. 
But here is the most significant fact. The REA Administration’s 
figures, and it carries on constant studies in this area, show that 166 
systems last year failed to make debt service. This doesn’t mean they 
didn’t pay off their loans. They are paying off their loans. But it 
does mean that they did not at the same time accumulate and set aside 
certain funds for reserves as REA asked them to do and as some State 
commissions I believe require them to do. 

The year before that figure was 141 systems. More systems last year 
failed to make debt service than the year before, and the year before 
that it was 158 systems. 

The trend is not good. 

Senator Scuorrren. Mr. Ellis, I would like to ask you, has that 
been related to any particular area in the country or is that just prac- 
tically through your entire rural electrification area ? 

Mr. Exis. It is pretty consistently general, Senator. 

Gentlemen, I will hurry here. We think this Ripper provision is 
bad. 

Senator Hotuanp. There is an amendment to take that out, isn’t 
there? 

Mr, Exuts. No. 

Senator Hot.anp. Your brief so states. 





42 RURAL ELECTRIFICATION ADMINISTRATION 


Mr. Exits. It takes it out only as to the Administrator. 

Mr. Detu. There are two sections in the bill. One on which there 
is an amendment offered to leave the Administrator, whoever he may 
be, in office at the time. If this bill were passed, that would become 
law. There is an amendment to do that. On the other section, which 
is section 3—A, and we quote it in this testimony, there is no amend- 
ment on it. 

Senator Hotzanp. You want the same type of action taken as to 
the employees in the lower echelons as well as the top level. 

Mr. Det. If this bill were to be passed, yes. 

Senator Hotianp. I think we understand that, and I can see a 
reason for it. All right, sir, go ahead. 

Mr. Exits. That concludes my statement. 

Senator Hottanp. Thank you very much, sir. Senator Schoeppel. 

Senator Scuorpren. I have no further questions. 

(The prepared statement of Mr. Ellis is as follows :) 


Now, I would like to devote a few remarks to S. 75. 

I must admit that the idea of REA as a separate and independent agency has 
had strong appeal for me throughout the history of the rural electrification pro- 
gram. It started that way. It worked best that way. And I have said so on 
many occasions. 

However, as a Member of Congress in 1939 when the question of making REA 
an agency of the Department of Agriculture came before the House in the form 
of the Reorganization Plan of 1939, I voted for the plan because I was persuaded 
that it was possible to achieve streamlined governmental administration while 
retaining for the REA Administrator a freedom of action on REA loans to as- 
sure a dynamic program; and I was persuaded of the necessity of having fewer 
independent agencies reporting directly to the President but through Cabinet 
positions. 

The record through the next decade and a half demonstrated that REA could 
retain semiautonomous and dynamic administration. It was only when Sec- 
retary Benson sought to personally exercise the REA loan-making responsi- 
bilities that trouble developed. It then became obvious that something had to 
be done to correct this dangerous situation or the program will be seriously 
crippled. 

The question is how this correction can be best achieved. In an effort to ob- 
tain a sound answer to this question, the rural electric leaders throughout the 
country during the last year and a half have discussed the issue up and down. 
We have also discussed it thoroughly with many Members of Congress. 

The conclusion we came to is this: That we should seek to restore to the 
REA Administrator the power and responsibility that worked so successfully 
up to the time Secretary Benson interferred with it. Consequently, in response 
to resolutions passed by our rural electric people at their various regional meet- 
ings in the fall of 1957, Senator Humphrey and Congressman Price introduced a 
bill in each House designed to restore to the Administrator the powers and 
responsibilities he had been exercising up to midsummer 1957. 

Last summer, as you may recall, extensive hearings were held on these bills. 
Twenty-five representaives of the electric cooperatives from various sections 
of the country came and testified in support of the bills. Nearly 100 others 
who did not testify came anyway to the hearings to demonstrate their concern. 
Congress adjourned, however, before the bills reached the floor of either House. 

Then at their regional meetings last fall, again, the rural electric systems 
once more expressed their views on this mode of correcting the Benson problem. 
Every region passed resolutions specifically in support of the Humphrey-Price 
bill. These actions were then followed up with unanimous vote of the delegates 
at our national annual meeting held here less than a month ago. 

At this point I should like to insert in the record as part of my testimony 
the resolutions I have referred to. 

I can say that, in the discussions of what to do to curb Secretary Benson’s 
domination over the REA Administrator, the idea of the separate and inde- 
pendent agency was seriously considered. However, it was the judgment of 
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the vast majority that the more moderate approach of the Humphrey-Price 
pill offered the REA program greater advantages for the long run than complete 
separation from the Department of Agriculture. 

I would like to discuss some of these pros and cons: 

The best thing that can be said for S. 75 is that it would get REA out from 
under Secretary Benson’s domination. And this is a most alluring prospect. 
Secretary Benson, unlike his predecessors, has moved in on the Administrator’s 
loan-making powers. As you know, for the last year and a half Administrator 
Hamil has not been allowed to make any major loans without first getting the 
green light from Secretary Benson’s office. 

This secretarial intrusion into the loan-making process at REA has alarmed 
our people—not so much because of what has happened to date as what can 
happen if this veto authority is not terminated. 

There is plenty of evidence that the Benson action to subordinate the Adminis- 
trator was taken in order to stop one major loan. This is being denied, but 
the fact remains that even today, a year and a half later, the loan in question 
has not been made. 

But once again I should emphasize that it is fear of the future that concerns 
the rural electric people. I am impressed that this fear should now also con- 
cern Members of Congress on both sides of the aisle, as is evidenced by introduc- 
tion of S. 75. 

However, I am convinced that S. 75 goes too far. In my opinion it is much 
too strong medicine for what ails the patient. We stand in real danger of cur- 
ing the Benson trouble while ultimately killing REA. 

Here are three reasons why I think this is so: 

Reason No. 1—REA cannot afford to be cut off from its farm and rural 
orientation. REA is not just another power program. RHA is a power pro- 
gram dedicated to service to farmers and rural people. Since before Pearl 
Harbor, association with the U.S. Department of Agriculture has helped REA 
emphasize this part of its service. I am convinced REA is stronger because 
of it. I am convinced the program has accomplished more because of it. I 
am convinced REA’s vitality would soon begin to wither if this association 
were cut off. 

The question we must ask is this: Do we want REA as strictly a power pro- 
gram? or do we want the kind of REA we have had? I believe it is the latter 
that farmers and rural people need and want. 

Despite Secretary Benson’s interference with the REA Administrator’s loan- 
making authority, the U.S. Department of Agriculture association has been good 
for REA even during Benson's reign. The fine brief that the Department’s 
Office of the General Counsel prepared in protest to the Comptroller General’s 
ruling on REA last summer is an excellent case in point. Without this help, 
REA fieldmen might very well be out right now trying to force rural electrics 
to refund loans made during the last several years. 

REA has benetited by being in the Department of Agriculture. The solution 
to our Benson problem is not to ruin a valuable association but rather to curb 
Mr. Benson. 

Reason No. 2.—REA critically needs the sympathetic and understanding help 
of the legislative and appropriations committees here in the Congress that have 
guided the program to its great achievements. 

This is in no sense finding fault with other committees in either House 
or the Senate. The fact remains, however, that for 20 years REA has been 
under the jurisdiction of the Agriculture Committees in both the House and the 
Senate and under the jurisdiction of the Agriculture Subcommittees of the Ap- 
propriations Committees in both the House and the Senate. And this has been 
of great benefit to the program. 

The REA is a complex program, one that, as I have mentioned affects inti- 
mately the lives and well-being of farm and rural people and their families. 
This program can be understood only in the terms of that background and in 
the terms of the peculiar problems characteristic of REA. Let me illustrate: 

First, the program operates under a special prohibition, set forth in the law, 
that bars our systems from going into the thickly settled villages and towns of 
over 1,500 population. Thus, we are kept by law from serving any of the most 
profitable part of the power industry market. 

Second, the program operates under another special prohibition, also set forth 
in the law, that bars our systems from serving what is usually the best of the 
rural power market. We are prohibited from serving anyone already served 
even where we could do it more economically than anyone else. 
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Third, the program operates under a special requirement that we serve all the 
unserved in our areas, whether they pay their own way or not. And many of 
them don’t, at present levels of. consumption. This requirement of Congress 
was a social decision, not an economie decision, and underscores why the REA 
program must have the sympathetic understanding of committees who con- 
stantly deal with the needs of farmers and rural people. 

Fourth, the act requires repayment of REA loans—plus interest. This we are 
happy to do, but the only way we can do it is to add onto the consumer-members’ 
power bills proportionate amounts to equal the required repayment to Uncle 
Sam. This constitutes an extreme burden because, by comparison, the power 
companies never liquidate their indebtedness but continue to float it in 
perpetuity. 

Fifth, our rural construction is more exposed to the hazards of the elements 
than city construction. 

Sixth, about 85 percent of our systems still don’t have their own complete 
source of power supply and nearly 50 percent of them are at the mercy of 
usually one, often unfriendly, source. There is no open market in wholesale 
power from which we can purchase our supply. 

Seventh, in most States the legal situation, our economic disadvantages, and 
the bias of regulatory commissions encourage the power companies to raid our 
territory and take our larger users, while we are prohibited legally from doing 
the same to them, even if we could do it otherwise. 

Eighth, because we must be co-ops or public power districts—whose incentive 
is service, not profit—we apparently must stay small by comparison with the 
ever-merging profit company giants. 

Ninth, because of our small size, our comparatively low average use, and our 
predominantly rural character, we have neither a favorable diversity of electric 
use nor a relatively good load factor. 

Tenth, and because of both our small size and our other economic disadvan 
tages, we don’t have the necessary funds for experimentation, research and 
studies which might help us to more efficiently overcome these handicaps—or 
even to stand off the mass propaganda and lobbying campaigns of our opponents 
while we solve our other problems. 

Eleventh, we are confronted by the challenge of an ever-growing demand for 
power from the farmers and rural people who are the consumers. The use of 
power is doubling every 5 to 7 years. This is tremendous—even for the fast- 
growing electric industry. 

Those are some of the characteristics of the REA program that make it a com- 
plex program. |! am not saying that other committees could not become as un- 
derstanding of these problems as your own committee, for example. What I am 
saying is that the agriculture committees have spent 20 years with these prob- 
lems and I believe most firmly that the REA program will suffer if a change is 
made. 

Reason No. 3.—Rural electric members, directors and managers are concerned 
with maintaining the principle of streamlined governmental administration. 
Like all citizens who think seriously about the future welfare of our country, 
they understand and support the need for sound and efficient administration of 
the huge governmental machinery. 

Students of government administration tell us that it is desirable to hold to 
the minimum the number of agency heads reporting directly to the President. 
They point out the desirability of having various agencies maintain their line 
of business with the President through the Cabinet level. 

This is the way it has been for REA since 1939. And as I mentioned at the 
start of this statement, it worked well until Secretary Benson began to interfere 
with responsibilities that practice had demonstrated were best held in the hands 
of the Administrator. Consequently, it seems to us that the answer is to correct 
the relationship between the Secretary and REA, rather than to create another 
separate and independent agency that will then have to make its way in the con- 
fusing network of bureaus, agencies and departments that are competing for 
the President’s attention. 

Many Members of Congress have told us bluntly that they are not in favor 
of creating additional independent agencies. They have told us that this in- 
cludes REA. It would be a mistake, they say, to set up REA as a separate 
agency. No doubt these Members will express themselves in their own way on 
this issue as it is dealt with in the Congress, but I mention the point only be- 
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cause their expressions on how to achieve the most effective type of Government 
administration have been one influencing factor on the stand we have taken 
on 8. 75. 

RIPPER PROVISION 


Aside from the principle of Government administration involved, however, 
there is a specific provision in S. 75 that makes it wholly unacceptable and we 
would have to oppose it most vigorously on this account alone. This is section 
» and section 3(a) of the bill as originally introduced. These provisions might 
very well be known as the “ripper provisions "because they would have the effect 
of ripping out of REA any employee the Administration did not want for any 
reason. 

The possible drastic effects of section 2 have been noted by Senator Curtis, 
Mundt, and Allott because they have introduced an amendment to S. 75 saving 
the Administrator from the ripper provision. 

But the rank and file of REA employees are still exposed. 

Section 3(a) reads as follows: 

“Employees in the Department of Agriculture who are being utilized on the 
effective date of this act primarily for the performance of functions, powers, and 
duties provided for in the Rural Electrification Act of 1936, as amended, shall be 
transferred to the jurisdiction and control of the Rural Electrification Adminis- 
tration in those instances in which the Administrator determines that they are 
qualified and necessary to carry out the functions, powers, and duties of the 
Rural Electrification Administration.” [Italic supplied.] 

This is the first time that I can recall where the civil service has been sus- 
pended and the fate of Government employees turned over to one man. 

How much chance do you think there would be for an employee who has re- 
fused to lobby for the Benson REA proposals? 

Or an employee who has been unable to subscribe, with sufficient enthusiasm, 
to the Eisenhower power policies? 

Or an employee who may have spoken his convictions more earnestly than 
pleased front-office sensitivities? 

REA, over the years, has had a dedicated crew of employees. Their drive, 
know-how and enthusiasm to serve rural America have contributed tremendously 
to the success of the REA program. The vision exhibited by REA employees was 
instrumental in getting the program started. Their dynamic character was im- 
portant in overcoming the many obstacles that had held back rural electrifica- 
tion. Their skill has helped make the program a model of fiscal soundness. We 
must not let anybody chop the heads off people like that in this program or in 
any other. 

Politics has been strictly forbidden in the selection and promotion of this staff. 
Congress wrote these restrictions right into the REA Act. The REA law goes 
much farther and is more specific than is the case with most other governmental 
programs. It would be a severe blow to this high standard to undercut it now 
vy imposing the section 3(a) ripper provision. 

For all these reasons we must oppose S. 75 as not being good for REA. Wesin- 
cerely urge you to oppose it also and lend your support to S. 144, a more moderate 
and more effective measure to accomplish what all of us are seeking to do and 
that is to restore to the REA Administrator the full loan-making authority that 
Congress intended him to have. 

Mr. Chairman, I want to express my thanks and appreciation to you and to the 
members of this committee for arranging this opportunity for me to testify. 


Senator Hottanp. Are there further witnesses? Except for pre- 
viously mentioned reservations of the right to file statements and for 
another request that I have just received from Senator Curtis to file a 
supplementary statement, which is granted without objection from 
the committee, the hearing is closed, reserving, however, if it is agree- 
able to other members of the committee, the right of other Senators 
who wish to file statements to do so under the conditions that if they 
wish to do so, they do it by Tuesday of next week. 

(Whereupon, at 1 p.m., the hearing was concluded. ) 
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